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| FARM to be successful should maintain its productivity | 
f and should return a reasonable wage for the labor of the | 
farmer and his family, after paying farm expenses and deduct- } 
ing a fair rate of interest on the investment. | 
Four important factors in the success of a farm business are | 
|. size of business, yield of crops, returns from live stock, and | 
| efficiency in the use of labor. 
What is the size of your farm business ? 
What part of your investment is in land, buildings, live 
stock, machinery, and other capital ? 
Is your crop area properly proportioned to the various crops 
| with regard to profits? With regard to labor distribution ? 
How do your crop yields compare with the average yields of 
the locality ? 
| What classes of live stock return you the most money ? 
How do the returns from your live stock compare with the 
| average of your locality ? 
| How many acres of crops do you raise per man? Per horse? 
| 
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Is your farm so organized that each part of the business is 
yielding satisfactory returns? IF 
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How much have you left for your own labor, after deducting 
from your total receipts your year’s expenses, value of labor 
performed by members of your family, and interest on your 
investment ? 

How much does the farm contribute toward your family 
living > 
This bulletin outlines a system of analyzing the farm busi- 
ness, designed to help the farmer answer such questions as 
these and thus locate the strong and weak points in his plan of 
management. " 

Record your year’s financial transactions in the blanks . | 
provided in this bulletin and apply the tests of farm efficiency 
to your own business. 
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WHAT AN ANALYSIS SHOWS. 


ryAuiiS BULLETIN outlines a method of analyzing the farm 

business to determine the investment, receipts, expenses, and 
profits. It also includes blanks for use in making such an analysis 
and recording the amount and value of farm products contributed 
toward the family living. Its purpose is to assist farmers to a better 
understanding of the financial side of their business. Thousands 
of farms have been studied by this method within the past few 
years, with the object of analyzing their operations from a business 
standpoint and learning some of the more important reasons for 
their success or failure. Experience shows that it is not always 
possible to distinguish profitable farms merely by casual observa- 
tion. Where a farm is operated as a large business, if free from 
debt, even a low rate of interest on the capital invested without 
any wages for the operator may return sufficient funds to give the 
place a prosperous appearance. In other cases: an appearance of 
prosperity may be due quite largely to income from outside sources. 
A farm can not properly be called successful unless it pays a fair 
rate of interest on the investment, returns fair wages for the farmer's 
labor, and, at the same time, maintains or increases the fertility of 
the soil. 

Most farmers have the details of their business sufficiently well in 
mind for the purposes of analysis, but they are not always able to 
summarize these details into a concrete statement. They realize 
that the gain from a large business should be more than from a 
small one, that good cows are more profitable than poor ones, and 
that good crops are more desirable than those that barely pay for 


Note.—A part of the material in this bulletin was first issued in 1915 as U. 8S. Department of Agriculture 
Farmer’s Bulletin 661, by E. H. Thomson and II. M. Dixon. Several years’ experience with the appli- 
cation of this method to the business analysis of a large number of farms has made possible the revision 


of the former bulletin. 
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harvesting. Their main difficulty has been that they have had no 
convenient way of determining just how good or how poor the busi- 
ness really was; in other words, no way of measuring its efficiency. 
With such an analysis as outlined herein, a farmer can more readily 
find the strong and weak points in his system of management and 
thus make changes with some assurance that they will result in 









greater profits. 

Agricultural teachers, county agents, and other extension workers, 
as well as farmers, will find the blanks used in this form of analysis 
helpful. Teachers may give copies to their scholars for use in mak- 
ing records of their home farms. These records may then be sum- 
marized and furnish information to both teacher and scholars con- 
cerning economic phases of the local agriculture. Groups of farmers 
assembled for a discussion of the economic side of their business 
may find the blanks outlined in this bulletin of value, as arrange- 
ments can be made so that each farmer can be furnished a copy to 
figure his own farm profits. Later meetings may be devoted to a 
discussion of the results. Work of this kind will help reveal the true 
status of the local agriculture and show some of the problems con- 
fronting the farmers. With the blanks properly filled, the infor- 
mation should be helpful in solving many problems of farm 
management. 

The blanks may also be filled in by the individual farmer and sent 
to the State Agricultural College or to the United States Depart- 
ment of Agriculture for suggestions as to improvements in his system 




































of management. 

When these data are obtained for farms where no accounts are 
kept, some of the items to be recorded may appear to be rough 
estimates, but experience in studies of this nature has shown that 
farmers can give most of the details of their business if the questions 
asked correspond to the terms in which they think. A farmer may 
not know, offhand, what his total farm income is, but he does know 
with considerable accuracy the facts necessary to determine this 
income. It is important to bear in mind that the final results in 
the analysis of the farm business are determined mainly by a few 
large items which the farmer knows quite accurately. A variation ; 
of a few dollars in the final result should not seriously affect the f 
conclusions to be drawn as to the profitableness or unprofitableness 





of the farm business. 


FARM ACCOUNTS. 





Farm accounts may be grouped into two classes: (1) Those per- 
taining to the farm business as a whole, or “financial accounts,” 
and (2) those pertaining to an analysis of the various enterprises, 
commonly called “detail cost accounts.” The method presented 
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here pertains to the analysis of the farm business as a whole. In 
order properly to analyze each enterprise it is necessary in addition 
to this analysis to obtain labor and other records for all the enter- 
prises and feed records for each live-stock enterprise. 

In making a record of the farm business, some accounts are of 
value. Many farmers have a record of the more important financial 
transactions. The accounts will vary on different farms, but a 
memorandum of all farm receipts and expenses is valuable when 
summarizing the year’s business. Farm accounting is more a 
question of knowing what accounts to keep and what use to make 
of them than of the kind of form or blank. This method of farm 
analysis will suggest the accounts of most value.! 

Many of the State agricultural colleges and experiment stations 
have prepared a simple financial record book for farmers. These 
books which are prepared in connection with the fay management 
extension work are put out either free, or at a dinate to cover 
the cost of printing. Those interested in securing information regard- 
ing account books or other blank forms for keeping accounts should 
get in touch with their State agricultural colleges or experiment sta- 
tions. The local county agricultural agent may be able to supply 
books prepared for use in the State. 


METHOD OF FARM ANALYSIS. 


The blank forms outlined on pages 29 to 40 have been prepared 
for use in determining the net income from the farm business. Space 
is also provided for recording the amount and value of farm products 
furnished the family. If a farmer is not interested in this latter 
phase of the analysis, the financial analysis may be determined inde- 
pendently and the spaces provided for family-used products left 


1 The advent of Federal and State income-tax laws makes it necessary for a large percentage of farmers 
tosubmit réports of their income, even though they may not have to pay any income tax. Farm account- 
ing from the farm-management viewpoint is primarily for the purpose of enabling a man to improve the 
organization of his farm business. ITowever, many farmers keep a farm record for income-tax purposes, 
If the income tax is reported on the accrual (inventory) basis, the opening inventory must be recorded 
at the beginning of the year, and not made up from memory at the end of the year. Whether a man 
elects to report his income on the cash receipt and disbursement basis or the accrual (inventory) basis, 
aninventory aids materially in determining the depreciation which should be claimed on farm buildings, 
farm machinery, work stock, breeding stock, and other farm equipment. A record ofreceiptsand expendi- 
tures is also valuable because many small cash transactions take place in a year’s farm business which 
are easily forgotten when no record is kept. 

It is very desirable in the long run that a farmer report his taxable income on the accrual basis rather 
than on the cash receipt and disbursement basis, because the accrual basis permits crediting to each year 
the income derived from that year’s business, whereas the cash receipt and disbursement basis credits 
the business with the actual cash transactions in that year, and these may sometimes be abnormal. For 
example, a farmer may accumulate a surplus of stock over several years which is sold at one time. Unless 
he had credited to previous years the accrued value of such sale stock he makes himself liable to taxation 
for the full amount of income in the year in which the live stock is sold, which often subjects that year’s 
income not only to the normal tax but to high surtaxes as well. In other years he perhaps has not had 
sufficient income to offset his expenses and personal exemptions. Some approved system of accounts 
is recommended by the Internal Revenue Bureau for every farmer who is required to make an income- 
tax report. 
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blank. The wide variation in the kinds of farming carried on in 
different parts of the country renders it impracticable to prepare a 
single set of blanks for all conditions. The forms, are, therefore, 
rather general, and it may often be necessary to insert items not 
listed. Since more than one-third of the farms in this country are 
operated by tenants, the blanks have been designed for use in 
analyzing the business of a farm operated by either the owner or 








tenant. 
FARM TENURE. 










Tn farm-management studies a farm is usually understood to be all 
the land operated as one unit. Exception to this may be necessary 
in some cases, for instance, where the operator rents out single fields 
it may be well to include his share of the returns from the rented-out 
areas. The farm may consist of both owned and rented land, if all, 
or nearly all, this area is operated by one set of machinery, horses, 
workmen, etc. When a man owns two farms, operated rather inde- 
pendently of each other, they should be considered separate farms. 
The operator is the person who is responsible for the year’s farming 
operations. Thus, if an owner directs the farm operations he is the 
operator; but if a renter directs the operations, the owner is the 
landlord and the tenant is the operator. 

The cropper, share hand, halver, or tenant laborer usually furnishes 
the manual labor and little or none of the working equipment. He, 
therefore, bears close relation to the wage hand, the main difference 
being that he is paid a share of the farm products instead of cash 
wages for his services. The farm operator furnishes all or nearly all 
the capital, pays nearly all the expenses, and exercises most of the 
supervision of the business. Such a proposition may be considered 
a part of the farm business, and the value of the share of products 
received by the cropper or share hand, minus any expense other 
than labor paid by him, may be inserted as the expense for “cropper” 
labor (blank form, p. 35). The value of the products he received 
must also be included in the receipts, and the other expenses he paid 
included under ‘‘Current expenses.’’ The operations of croppers or 
share hands who furnish any considerable part of the operating 
equipment and operate a part of the farm independently of the rest 
of the business should usually be handled as separate propositions. 
The blank is designed for handling such propositions in the way 
which seems to represent best the conditions on the individual farm. 





















FARM INVENTORY. 







An inventory is a list of the amount and value of all farm prop- 
erty. In this method of analysis the farm inventory is very impor- 
tant, and space is provided for making such a record at the begin- 
Such an inventory shows whether or not 









ning and end of the year. 
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the business has been increased or decreased during the year. 
Whether or not the year as a whole has been a profitable one can not 
well be determined without the inventory. 

In taking the farm inventory the date when the farm year begins 
will vary. Some farmers begin their year’s accounting on January 
1, while others find some other date more desirable. In some sec- 
tions it corresponds to the time tenants ordinarily change farms. 
It is a practice on many farms to close the accounts at March 1 or 
April 1, as this represents the time of year in many regions when 
practically all feeding operations from the preceding year have been 
completed. The fundamental principle in taking an inventory is to 
choose a time when the least feed and unsold products are on hand. 


FARM AREA. 


The farm area (blank form, p. 29) should include all the land oper- 
ated as one farm. The farm acreage is separated into eight divisions 
according to utilization, namely, (1) acres in crops, (2) acres in tilla- 
ble land fallowed or idle, (3) acres in rotation pasture, (4) acres in 
permanent pasture tillable,.(5) acres in open or cleared pasture not 
tillable, (6) acres in woodland pastured, (7) acres in woodland not 
pastured, (8) acres in waste land, roads, etc. Jf more than one crop 
is grown on any of the land during the year, the acreage should be 
counted but once for determining the ‘‘acres in crops.” 


CROP RECORD. 


The blank form for the crop record is shown on pages 30 and 31. 
Space is provided for recording the acreage and yield of each crop, the 
amount and value of the operator’s or the landlord’s sales, and the 
amount and value of crops for family use. Crops grown that are not 
mentioned in this schedule should be written in, using the blank space, 
or spaces provided by scratching out the names of crops not grown 
in the locality. The sum of the acres in the several crops should equal 
the ‘‘Acres in crops” shown on page 29. If a second crop is grown 
on any of the fields during the year, the acreage should be *‘ ringed” (as 
®) to avoid confusion in adding the acres in crops. Under ‘‘Sales”’ 
all amounts sold from the farm or held for sale should be entered. 
Crops fed to live stock on the farm should not be included as sales. 
Crops held for sale from previous years should not be inventoried, as 
they are a part of the previous year’s business, but crops held from 
the previous year for feeding on the farm must be inventoried under 
“Feed and supplies” (p. 36). 

On tenant farms any portion of the tenant’s share of crops sold or 
held for sale is listed under the heading ‘‘Operator’s sales,” while any 
of the landlord’s crops sold, including those held for sale, are listed 
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under the heading ‘‘ Landlord’s sales.”’ Where the landlord transfers 
any of his share of crops to another farm, the value of these should he 
entered as sales for the farm from which they are removed. When 
farmers operate their own farms and rent additional land, any of the 
crops sold from their own farm or any of their share sold from rented 
land should be entered under the heading ‘‘Operator’s sales.” 


LIVE-STOCK RECORD. 


The blank form for the live-stock record is shown on pages 32 and 


33. This form provides for a record of the number and 


value of all 


kinds of live stock at the beginning and at the end of the year, of all 
sales and purchases within the year, and of the number and value of 
all animals that died or have been killed and used by the family 
within the year. The record of all live stock furnished hired labor 
is also important on some farms, and should be duly recorded. 
There may be a variation in the number of any kind of stock at the 
beginning and end of the year, according to the number bought, sold, 


raised, died, or slaughtered. The number of each kind 


of stock on 


hand at the beginning of the year, plus the number purchased and 
raised, minus the number sold, that have died, and have been slaugh- 


tered, must equal the number on hand at the end of the 
mals appearing in one class in the first inventory may 
more mature class in the second inventory, and animals 
the year may appear as sales and not in the inventories. 


year. Ani- 
appear in a 
born within 

The num- 


ber of dairy cows is often increased during the year from animals 


classed as heifers in the first inventory. In the same way 


the number 


of heifers or steers may be increased during the year from animals 
classed as calves in the first inventory, or by purchases. All live 
stock both born and sold during the year will appear as sales, but 
not in the inventory. Conservative market prices should govern the 
live-stock inventory values. On all farms except those on which the 
landlord has a share of the live stock the record is made under the 


heading ‘‘Operator’s live stock.” 


Live-stock products.—Space is provided in the blank form on 
page 34 for the amounts and values of all live-stock products sold, 
such as milk, butter, eggs, wool, etc. Any of these products exchanged 


for groceries and other supplies should be entered as 


sales. The 


principle to follow in recording the year’s farm receipts is to include 
as receipts the value of all farm products leaving the farm, whether 
sold or given in exchange for other provisions. Space is also provided 
for entering the amount and value of live-stock products taken from 


the farm for family use. 


Live-stock summary.—The space under the heading ‘ Live-stock 


summary” (p. 34) is for a concise statement of the business transac- 
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tions for each kind of live stock and for the entire live-stock enterprise. 
For each kind of live stock add receipts from live-stock products and 
from sales and the inventory value at.end of the year. From this 
sum subtract the sum of the purchases, plus the inventory value at 
the beginning of the year. The result is the increase or decrease in 
the financial transactions for each kind of live stock and for the 
total live-stock part of the farm business. 


OTHER SOURCES OF INCOME. 


The space under the heading “‘Other sources of income” (p. 34) is 
for recording such items as money received for man or team labor, 
machine work, and other sources of income outside the farm business 
to which some part of the business contributed. The value of dwell- 
ing, wood for fuel, and other items of home supplies furnished by the 
farm may be placed in the space provided in this form. The rent 
received from tenant houses or other buildings on the farm is a 
receipt, when the values of such buildings are included in the farm 
real-estate value. Where the value of ‘‘ Feed and supplies”’ is greater 
at the end of the year than at the beginning, the difference is a receipt 
to the year’s business, and may be transferred direct from the blank 
form on page 36 to the summary, page 38. 


FARM EXPENSES. 


The farm expenses may be considered under five divisions, namely: 
(1) Current expenses, (2) family labor, (3) decrease in value of feed 
and supplies, (4) live-stock decrease, and (5) depreciation charges. 

The items of farm expense vary with the kind of farming and 
the region, and any items not included in the list given on page 35 
should be written in. 

Current expenses.—The expenses for paid labor constitute an im- 
portant item on many farms and should be very carefully computed 
and placed in the spaces provided. For the board of hired labor 
either of two methods may be used in arriving at a charge for this item; 
the entire expense for the board of hired labor may be charged and 
the proportion of the board furnished by the farm carried as a receipt 
to the enterprises contributing, or the charge for board may be made 
for only the food purchased. ‘The final result for most farms is 
practically the same by either method. 

The next items of current expense relate to the repairs of machinery, 
buildings, fences, drains, terraces, etc. These also represent an 
important part of the expense of operating a farm. Determining the 
proper amount of expense to charge against each of these items for a 

173388°a—20—Bull. 1139 2 
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given year is often perplexing, because extensive repairs may be 
made within one year that will last over several years. For this 
reason space is provided for recording the expense for repairs of 
buildings, machinery, fences, etc., along with inventory values and 
depreciation charges (pp. 36 and 37). If the expense for repairs 
and improvements has not more than maintained the value of the 
farm, the entire expense may be charged against the one year’s 
business. If the expense for repairs for the year is more than is 
necessary for maintaining the buildings, machinery, ete., the normal 
expense should be calculated as the charge to the year’s business 
under current expenses. (For machinery, see blank form, p. 37, 
and for buildings, ete., see blank form, p. 36.) The other items of 
expense following are more or less self-explanatory. For many of 
the items of expense, space is provided for recording quantities such 
as the number of months of labor, the amount of fertilizer, etc., 
facts which add considerable value to the record. The item of 
“interest’’ at the foot of the list refers to interest paid upon money 
borrowed within the year to carry on the business, or for the purchase 
of feeding steers, lambs, etc., not represented in the farm inventories, 
and does not refer to interest on the farm mortgage. 

Unpaid family labor.—The value of unpaid family labor is also 
an expense chargeable to the farm business, and it is taken care of 
in the summary form, page 38. This item is determined on the 
basis of what it would cost to have the same work done by hired 
help, or the amount of additional labor that the operator would 
have had to hire to carry on the same-sized business had the family 
labor not been available. 

Feed and supply decrease.—Where the value of feed and supplies 
is less at the end of the year than at the beginning, the difference is 
an expense. This expense should be calculated from the feed and 
supply record, page 36, and transferred to the summary, page 38. 

Live stock decrease.—If the value of live stock at the end of the 
year, plus the sales, is less than the value of live stock at the be- 
ginning of the year, plus purchases, the difference represents a loss, 
and should be charged as an expense. This will seldom occur 
except in case of disease or marked decrease in market value. This 
may be determined from the live-stock summary, page 34, and if a 
decrease exists it may be transferred directly to the proper space in 
the farm summary, page 88. 

Depreciation of equipment and buildings.—In addition to the 
current farm expenses there are certain other items, such as deprecia- 
tion, which may be called fixed charges. These occur in the records 
of all farms, though in varying degree. Buildings may be constructed 
so that they will last for 100 years, or they may have to be rebuilt 
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every 25 or 30 years. The life of machinery depends on the care 
given and the extent to which it is used. Although there is no ap- 
preciable expense each year, these buildings and machines eventually 
have to be replaced. It is proper that a proportionate share of this 
replacement cost should be charged against the farm each year; 
otherwise, whenever a new barn or dwelling is built the entire cost 
of this building would haveto be charged against the business for that 
particular year. Depreciation charges, therefore, are merely a 
method of distributing these costs over the period of years that they 
are in use. 

The amount of depreciation that should be charged each year as an 
expense is left to the judgment of the farmer. No set rules can be 
given, as no two farms are exactly alike in this respect. The sum of 
the amount of depreciation on machinery (blank form p. 37), plus 
the depreciation of buildings, fences, ete. (blank form p. 36), represents 
the amount to be transferred to the farm summary. 


FARM INVESTMENT. 


Farm investment, or farm capital, includes the value of all real 
estate, live stock, machinery and equipment, feed and supplies, and 
cash to run the business. 

Real estate and improvements.—A record of the real estate and 
improvements is most interesting and valuable when made out in 


sufficient detail to make possible a study of the essential considera- 
tions. The space under ‘real estate” in blank form, page 36, 
is for recording the value of the farm, including buildings, fences, 
and water supply. Conservative market values should be used, and 
not high speculative prices or low assessed valuations. When values 
are too high or too low the results are of little use in analyzing the 
farm business. If the farm is mortgaged, no account of this is neces- 
sary, as the total amount of capital used in conducting the farm 
business is necessary in determining the year’s profits, regardless of 
whether or not a part of this capital is borrowed. Space is also pro- 
vided in this blank for recording the value of the buildings, fences, 
drains, etc., at the beginning and end of the year, the value of im- 
provements made during the year, the value of property sold or 
salvaged, depreciation charges, and expenses for repairs. Ordi- 
narily it is not necessary to inventory the fences, drains, etc., as the 
annual repair charge will usually care for these. In most instances it 
will therefore be found more practical to carry through the inventories 
only the building valuations. Labor expended in the construction of 
new buildings, tile drains, or other improvements, should be included 
with the expense for materials under the proper headings in the real 
estate and improvements record, and should not be entered under 
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labor in the current expenses, page 35. Both repairs and depreciation 
are legitimate expenses in conducting a farm business. The essential 
point is that in arriving at a fair charge for either item, both must be 
considered. On one farm the improvements may be kept in first-class 
repair, in which case the depreciation charges will be low and the 
repair charge high, while the reverse may be true on another farm. 
The amount chargeable for a given year as a depreciation expense 
and as a repair expense does not depend so much upon the actual 
outlay for the one year as it does upon the practice over a period of 
years. For this reason space is provided under “repair expenses” 
for recording both the repair expenses for that year and the average, 
or what is normally expended for repairs. The expense for depre- 
ciation may be derived either by the inventory method—that is, by 
adding to the value at beginning of the year the value of improve- 
ments or new equipment added during the year, and subtracting 
from the sum the value at end of year plus value of property sold or 
salvaged—or on the basis of the years of remaining life. The years 
of remaining life basis has been found very satisfactory for many 
farms. 

In computing the farmer’s income it is not necessary to include in 
the farm summary expenditures for improvements (blank form, p. 36), 
because if they are included at all they appear both in the expense 
items and in the inventory items showing an increase, so that the 
entries cancel each other in the final calculations. The record of 
such improvements may therefore be treated as a memorandum and 
the value of such investments will appear as additional capital for 
the following year’s business. 

Live stock.—The investment in live stock is found in the live- 
stock record blank form, pages 32 and 33. The method of arriving 
at this is explained on page 8. 

Machinery and equipment.—The blank form on page 37 is designed 
for recording the investment and outlay in machinery and equipment. 
The value stated for each item should be a fair price for it as compared 
with a new machine, according to its condition at the date of the 
record. Space is provided for recording values at the beginning of 
the year, value of purchases, value of sales, value at end of 
the year, depreciation charges, and value of repairs. With this in- 
formation at hand, when it is desired to make a study of machinery 
in detail, depreciation charges may be determined either through the 
method of taking the difference between value at beginning of 
the year plus purchases, and value at end of the year plus sales or 
salvage, or on the basis of the years of remaining life of the machinery. 
However, it is not of sufficient importance to make such detailed 
study in the farm business analysis of many farms, and an inventory 
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for the beginning of the year, the purchases, sales or salvage, depre- 
ciation, and repairs will be sufficient. 

Feed and supplies.—The quantity and value of feed and supplies 
on hand at the beginning and at the end of the year is important, as 
4 any increase or decrease in this represents a gain or loss (p. 36). The 
importance of this record to the business as a whole will vary accord- 
ing to the time the farm year begins. Thus, if it begins on April 1, 
ordinarily only enough roughage or grain will be on hand to last until 
the new crops are harvested. As previously stated, grains or hay 
held for sale are not included with those held for feeding purposes. 
’ The reason for accounting for these items of feed and supplies is that 
they form a part of the farm investment, and also represent an 
PT increased or decreased item of income in the year’s business. 
Cash.—The item of “cash to run the farm” should represent the 


aes 


y 4 ; 

— average amount of money the farmer has on hand during the year 

a for the purpose of paying current farm expenses; in other words, 

a the average of his checking account above money used for personal 

yg and household expenses. This varies, not only from farm to farm 
| _ but with the type of farming as well, as a dairy farm may be returning 

n §— an income every month of the year, while a cotton or tobacco farm 

1 — may return most of the year’s income within one season of the year. 
_ The amount of cash necessary to run the business will range from 

e $100 to $1,000 on most farms. 

; FARM SUMMARY. 

r & Tie blank form on page 38 is for a summary of the farm business. 


The items for this summary are taken from the totals in the preceding 
- forms, as follows: 


ig Investment.—In arriving at the amount of capital invested in the 

; year’s business, use either the average of the investment at the 
d @ beginning and at the end of the farm year, or simply the investment 
t. ( at the beginning of the year, whichever more nearly represents the 
d § true capital invested in the year’s business. The conditions on the 
1@ = individual farm should govern this. If real estate improvements are 
of — made, additional equipment is purchased, or additional live stock 
of § are added early in the year and used in the year’s business, then the 
n- § average of the investment at the beginning and end of the farm year 
ry § should be used. If such changes in investment are made late in the 
he § year, then the amount at the beginning of the year will probably more 
of § nearly represent the capital in that year’s business. For the invest- 
or — ment in real estate, calculate and transfer from page 36, for live stock, 
y. — from pages 32 and 33, for machinery and equipment, from page 37, 
ed and for feed and supplies, from page 36. Also insert the amount of 


cash used to run the farm. The total of these five items represents 
the entire farm investment on which interest should be charged. 










14 Farmers’ Bulletin 1139. 





Receipts.—Under receipts enter the totals for crop sales from page 
31, for live stock net increase from page 34, for receipts from other 
sources, from page 34, and for the increase, if any, in feed and sup- 
plies, from page 36. The sum of these four groups represents the 
total of the farm receipts. 

Expenses.—Under expenses, enter the totals for current expenses 
from page 35, for unpaid family labor (compute this figure as ex- 
plained on page 10), for live stock net decrease, if any, from page 34, 
for depreciation of buildings and machinery from pages 36 and 37, 
and for decrease in feed and supplies, if any, from page 36. The 
sum of these represents the total farm expenses. 

Farm income.—Subtract the total expenses from the total receipts 
and the result represents thefarm income, which is the money received 
for the use of the capital and pay for the operator’s labor. 

Labor income.—Capital has an earning power which at least equals 
the current rate of interest on well-secured farm loans. Interest at 
this rate, deducted from the farm income, gives the farmer’s labor 
income. 

The labor income represents the amount of money the farmer has 
left after paying all business expenses of the farm and deducting 
interest on the money invested in the farm business. In addition to 
the labor income the farmer has the use of the farmhouse, and the 
products that are furnished by the farm toward his living, such as 
fruit, garden vegetables, dairy products, and fuel. 

The difference between receipts and expenses, which represents 
the farm income, will not necessarily correspond to the money on 
hand or in the bank, as personal and living expenses have to be paid 
out of this amount. Furthermore, in the case of farmers having 
mortgages or other debts, the interest on these, as well as any prin- 
cipal paid, must come out of the farm income. Therefore, the record 
of the farm business may show a fairly large difference between the 
receipts and expenses, and yet the farmer may not have the cash to 
show for it at the end of the year, owing to the fact that the funds 
have been spent for living or for personal uses or have been put into 
other investments, such as life insurance or paying off the mortgage. 
The object of this record is to analyze the farm business; that is, to 
ascertain how much the farmer makes, not how much he actually 
saves. Having learned what the farm is returning, the responsibility 
rests with the farmer as to how much he spends personally or uses in 
other ways. For convenience in finding the net worth at the begin- 
ning and end of the farm year a blank form is provided on page 39. 

Per cent received on investment.—Another way of expressing 
farm profits is that of allowing the farmer the value of his year’s work 
as an expense and finding the per cent return upon investment after 
this is paid. For many farms, and especially those where prac- 
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tically all the labor is hired, the per cent returned upon investment 
may be the most satisfactory way of indicating farm profits. For 
determining this figure subtract the value of the farmer’s own labor 
from the farm income and divide the result by the capital invested. 

The value of the farmer’s own labor is an allowance for the serv- 
ices of the farmer for labor and supervision at the rate at which he 
would have to pay another man to take his place. This is exclusive 
of farm dwelling and farm products used by his family. 

Farm supplies for family use.—As previously stated, the blanks 
have been designed to record, in addition to the financial analysis, 
the amount and value of farm supplies used by the family. In 
carrying this to the summary, add the values shown under the crop 
record, page 31, live-stock record, pages 32 and 33, live-stock products, 
page 34, and other sources, page 34. 

Statement of net worth.—In addition to the analysis of the year’s 
farm business, it is of interest and value to prepare a statement of 
net worth, or balance sheet, to show the financial worth at a given 
time. The net worth represents the difference between the resources, 
which include all property owned by you and owing to you, and the 
liabilities, which include all amounts owed by you to some one else. 
The blank form on page 39 is designed for computing the net worth, 
both at the beginning and end of the year. The difference between 
the total net worth for these periods will represent the increased or 
decreased net worth for the year. This should not be hard to com- 
pute, as most of the figures may be carried forward from other forms 
as indicated. From the standpoint of borrowing capital, the net 
worth statement in addition to the year’s business analysis is very 
important. The analysis of the year’s business shows what has been 
accomplished through the year’s farming operations. The net worth 
statement shows the value of all the farmer’s property, and how 
much the farmer 2 >t ahead during the year. 


FACTORS AFFECTING FARM PROFITS. 


There are a number of factors which materially affect success in the 
organization and management of farms. Some are of greater im- 
portance than others, some may be disregarded without serious con- 
sequences; but as a rule the profits derived from farming depend very 
largely upon the extent to which certain essential features of organiza- 
tion and management have been adopted and adhered to. 


TYPE OF FARMING. 


The first consideration in farming is the type to be followed. The 
type of farming followed in any given case must be adapted to soil, 
climatic, and labor conditions, and especially to local conditions with 
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FACTORS AFFECTING FARM PROFITS 
A STUDY OF 4244 FARMS IN 12 AREAS 
THE BARS SHOW THE PERCENT OF THE AVERAGE LABOR INCOME OF THE AREA FOR EACH GROU 


SIZE OF BUSINESS CROP YIELDS a. i 
LOCATION OF AREA {__ 


LABOR INCOME LABOR INCOME LABOR INCOME L 
PER CENT PER CENT PER CENT 
100 200 100 200 100 200 4 


SMALL POOR POOR. f 
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A COMPARISON OF FARM PROFITS WHEN 


ONE, TWO, THREE AND ALL FOUR OF THE FACTORS 
-ACH GROUP OF FARMS ARE ABOVE THE AVERAGE OF THE AREA 


OM EFFICIENCY PER CENT 

: IN THE USE OF LABOR LOCATION OF AREA OF THE AVERAGE LABOR INCOME 
———, 100 200 300 400 500 
IME LAB NCOME 
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reference to markets and market facilities, as well as to the business 
conditions existing on the individual farm. 

Profits in farming are greatly affected from year to year by condi- 
tions over which the farmer has little or no control. Such conditions 
are numerous, but probably the most important of these in most 
regions are the nature of the soil and the variation from year to year 
in weather conditions. There are other conditions which one man 
alone can little control but which require the cooperation of an entire 
community for best results, such as maintaining and improving 
public roads and public schools, or other social, educational, and 
economic phases of farm development. * 

There is also another group of factors affecting farm profits over 
which the individual farmer may have nearly entire control. From a 
study of these factors it is usually possible to determine both the good 
points and the deficiencies in a system of farming, and steps for im- 
provement may be taken accordingly, with some assurance of their 
resulting in a better income. On a majority of farms success is 
primarily dependent upon four important factors. These are, (1) 
size of business, (2) yield of crops, (3) returns from live stock, (4) 
efficiency of labor. Many other factors have their influence, and must 
not be overlooked on a given farm; for instance, the wise expenditure 
of capital is very important. Overcapitalization in the way of pay- 
ing too much for land, having too many or too expensive buildings, 
too much machinery, too high-priced work stock, etc., are very im- 
portant, and at the same time a farm must be efficiently equipped. 
Again, in obtaining a good return from live stock the efficiency in 
feeding is very important. Farm management studies show, how- 
ever, that the farmer whose business is efficient in the four factors 
outlined is generally successful. The farms that excel in none of these 
respects usually fail. Those deficient in one or two may succeed, 


but their chances of success are greatly lessened. 


SIZE OF FARM BUSINESS. 


In comparing farms with respect to size or volume of business, 
some of the more important factors to be considered are size of farm, 
acres in crops, the amount of live stock carried, the amount of capi- 
tal invested and amount of labor required in operating the farm. 
On farms where one enterprise predominates, such as a specialized 
cotton, fruit, or dairy farm, the best measure of size of business may 
be the acres in cotton, acres in fruit, or number of cows. The 
amount of labor required in operating the farm may be used to good 
advantage in comparing farms of different types. Twenty acres of 
truck crops may, under suitable conditions, equal 200 acres of 
grain, hay and general live stock, both as to labor required and 
income received. 


a 
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The approximate amount of labor required to raise some of the 
more important crops and care for the live stock is shown in Table 
I, which is based on the labor data obtained in practically all the 
enterprise studies thus far conducted by the Office of Farm Manage- 
ment, covering thousands of farms. 

A work day represents 10 hours of labor. It requires on the aver- 
age 10 hours of man labor and 10 hours of horse labor to cut and store 
an acre of hay per cutting. Therefore, an acre of hay on the average 
represents the work of one man and one horse for one day. The 
amount of labor required on other enterprises varies considerably 
from that for hay. Of course, innumerable factors influence the time 
required for most farm operations, but the results shown in this 
table approximate standards for average conditions in many areas. 
These, or such modifications of them as local experience may render 
advisable, may be used in working out the amount of both man and 
horse labor required for the productive enterprises on a given farm. 


TaBLe I.—Approximate days of work required for the production of crops and in caring 
for live stock. 


{A work day is 10 hours of man or horse labor.] 


Number of | Number of 
work days work days 
(10 hours (10 hours 
each). 5 each). 
Operations. Operations. 


| 
Man lHorse | Man Horse 
| 


labor. labor. | labor. labor. 


Production of crops (per acre): Production of crops (per acre)—Con. 
Timothy, alfalfa and clover hay, Onions, Ohio, grown from seed 
per cutting (sold in bunches).............-. 149 
Oats, wheat, barley, rye, buck- Tomatoes, Northern States 5 
whe: it,and millet. ; ; é Tomatoes, Florida........... ae 
Corn husked from standing stalks... : 4.i Cucumbers, Florida. ....:......... 
Corn husked from shock, or for String beans, Florida.............- 
{ i Radishes, Ohio (sold in bunches). . 
Corn for silo, Central States ‘ 5. Beets and c: arrots, Ohio, (sold in | 
Corn husked, Southern States bunches) | 
Sorghum cut for hay : : Strawberries, Florida. .... 
Irish potatoes, Northern States. ... Citrus Fruits, Southern Stz 
Irish potatoes, Southern States....) 13 i 
BWOOL DOCKLOOS = s.c<cescsceeccsccues : Caring for live stock (per year, ex- 
Sugar beets 2 cept feeding steers and feeding | 
Sugar cane for sirup, Georgia. ..... } sheep): | 
Tobacco, Kentucky 35 Horses, corn-belt States... ... oa] 
‘ j Horses, Eastern States............- 
Peanuts (harvested), Georgia. ..... : : Dairy cows Bixee cow cbsesnenaecia << “j 
Peanuts (hogged off), Georgia. . .- . ‘ : Young stock, cattle, colts, ete. 
Watermelons, Ge ae *lorida. 5 20 Feeding steers per month 
Field Beans...........- 5.5 10 hogs, corn-belt States 
Rice, Louisiana, Arkansas and | 10 hogs, Eastern States......... 
Texas. Pate 3.2 5. 10 brood sows and raising pigs to 
Cabbage, Northern States. . . 3 ‘ weaning 
Cabbage, Southern States.........)  2¢ | 100 Ewes 
Onions, Texas (sold by crate) | 6 100 Feeding sheep, yard lots, per | 
Onions, Ohio, grown from sets (sold | Dis asic saxsscncenca recess 
in bunches) 93 100 Chickens (well cared for) 


lAc \cknowledgment is due to the following, who —— some of the material contained in Table I: 
Messrs. A. Moorhouse, J. 8. Ball, R. C. Wi ilcox, W. C. Funk, Rex, E. Willard, Frank Montgomery, 
J. H. heed M. It. Cooper, M. A. C rosby , ES. Hi Sach, and G. 1. Miller. 

2 Does not include contract labor. 

8 Exclusive of picking, packing and hauling of fruit. 
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In Table IT! the farm profits for small, medium, and large-sized 
business are shown for a number of areas. The farms are divided 
in size-groups on the basis of the-measure which seemed to indicate 
best the size of business for each area under study. Whether the 
chance of receiving a good income in these areas is best in operating 
a small business, a medium-sized business, or a large business is 
answered in this table. 


TasLeE JI.—Size of business. 




















Labor income. Per cent return on invesment, 
a Average of farms with | Average of farms with— 
Number 
Areas. of eee seein re — 
| farms. Small | Medium | Largo Small | Medium | Large 
business. business. | business, business, | business. } business, 
| | 
| | | | | 
Gloucester County, N. J..-- 125 | $686 | $867'} $1,479 7.8 8.6 11.2 
Frederick County, Md.......-- | 150 189 304 611 3. 4 4.6 | 5.8 
Chester County, Pa........-.- 502 475 | 816 1,242 7.0 9.2 | 10.4 
Mercer County, Pa......-...-. 349 221 | 282 | 354 2.6 4.1] 4.9 
Washington County, Ohio..... 25 148 298 132 | 19 | 3.4 | 5.8 
Clinton County, Ind..........-..| 100 342 518 828 5.0 | 5.6 5.7 
Lenawee County, Mich........-| 453 340 501 725 1.3 6.1 | 6.2 
Dane County, Wis.......--...- 60 | 278 408 512 3.1 4.5 | 4.9 
Tama County, Iowa.....- | 210 943 1,587 1,837 4.6 5.7 5.6 
Warren County, Iowa. 184 555 431 918 3.5 3.2 4.6 
Barry and Lawrence C ‘ounties 
ERE ee 244 180 291 628 3. 2 5.1 7.4 
Palouse area, Washington and 
MNOS in avck cnae cease <5 246 221 328 756 5.4 6.5 7.4 
Skagit County, Wash.........- 202 66 94 244 2.2 3. 2 5.2 
Sumter County, Ga..........-. 280 | 174 | Til 2,435 . 5 8.9 | 9.9 
| | 
| 





Many farmers realize but meager incomes because their business 
is small. Such men often feel that their farm business is sufficiently 
large to keep them busy the entire year, when, as a matter of fact, 
the actual results accomplished represent less than a half year’s 
work. An acre of hay normally requires 8 to 10 hours of man 
labor, or approximately 1 day’s work for each cutting; an acre of 
wheat, 15 to 20 hours; an acre of potatoes, 80 to 110 hours; caring 
for and feeding a dairy cow, 150 to 200 hours per year. Only about 
250 to 275 days are actually available for productive work. Much 
time is lost in doing jobs about the farm which take time, but really 
count for little. A farmer may keep busy the whole year, but if he 
has accomplished during that time only such work as should normally 
be done in 200 days his wages will be in proportion. A large volume 
of business may be done on a farm of few acres, while only a small 
business may be conducted on a poorly managed farm of much larger 


1 For the study eine in Tables II, III, IV, and V the farms for each area were insiial into three 
oups. One-third of the farms for each area are, therefore, represented in the lowest group, one-third 
fn the medium, and one-third in the highest group. Extra space is provided in each of these tables for 
adding the results in other areas. 
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acreage. Without reasonable size of business there is little oppor- 
tunity for a satisfactory profit in farming.' 

Ways of increasing the size of the farm business.—There are a 
number of ways of increasing the size of the farm business, some 
of which are: 

|. Buying or renting more land. Farmers owning or renting small 
farms often rent additional land adjoining. This permits the use 
of a larger area With comparatively little additional capital. 

2. Growing crops requiring more labor; that is, following a more 
intensive form of farming. One hundred acres devoted to corn, oats, 
wheat, etce., which may not be sufficient to keep two men busy, can 
easily be increased to a full two-man farm by the addition of a few acres 
of such crops as sugar beets, potatoes, or fruit, depending upon the 
market demand. Many persons have made the mistake of buying 
a small area, with the intention of following an intensive type of 
agriculture in localities where there is no market for the products 
of such farming. The fact that land is adapted to truck crops is not 
sufficient justification for attempting to grow them. ‘There must be 
the possibility of disposing of the products at remunerative prices. 

3. The addition of more live stock, sometimes even beyond the point 
where the farm itself will support them. This is a practice followed 
by a large number of dairy farmers in some of the Eastern States. 
This necessitates the purchase of feed where the nature of the land 
is such as to prohibit the raising of grain as cheaply as it can be 


bought, or where the production of roughages and succulent feeds 
js more profitable than grain growing. Loss is liable to result in this 
undertaking unless the additional animals are of high producing 
quality. This is the one way open to many farmers whose business 


1 The number of farms, average size, labor income, year or years of study, and investigators in charge 
of the studies used in Tables II, III, IV, V, and VI are as follows: Gloucester County, N. J., 125 farms, 
average size, 81 acres, average labor income, $1,013, 3 years, 1914-1916, by G. A. Billings; Frederick County, 
Md., 150 farms, 140 acres, $368 labor income, 1915, by H. A. Miller; Chester County, Pa., 502 farms, 94 acres, 
$845 labor income, 1911, by H. M. Dixon; Mercer County, Pa., 349 farms, 101 acres, $285 labor income, 1916, 
by Earl D. Strait; Washington County, Ohio, 25 farms, average size, 158 acres, average labor income, $272, 
7 years, 1912-1918, by H. W. Hawthorne; Clinton County, Ind., 100 farms, 126 acres, $558 average labor 
income, 7 years, 1910, by E. H. Thomson, 1913-1918, by H. M. Dixon; Lenawee County, Mich., 453 farms, 
112 acres, $522 labor income, 1911, by H. M. Dixon; Dane County, Wis., 60 farms, average size, 148 acres, 
average labor income, $407, 5 years, 1913-1917, by H. C. Taylor; Tama County, Iowa, 210 farms, average 
size, 220 acres, average labor income, $1,378, 1918, by E. D. Strait; Warren County, Iowa, 184 farms, average 
size, 177 acres, average labor income, $637, by E. D. Strait, 1918; Barry and Lawrence Counties, Mo., 244 
farms, 122 acres, $371 labor income, 1914, by W. J. Spillman and F. H. Branch; Palouse area, Washington 
and Idaho, 246 farms, 319 acres, average labor income, $436, 1914, by L. W. Fluharty; Skagit County, Wash., 
202 farms, 46 acres, $152 labor income, 1915, by Harry Thompson and Ear! D. Strait; Sumter County, Ga., 
268 white owner farms, 418 acres, $470 labor income, 1913, and 280 white owner farms, 432 acres, $1,817 
labor income, 1918, by H. M. Dixon and H. W. Hawthorne. 

Cooperation: Mercer County, Pa., survey in cooperation with the Pennsylvania State Agricultural 
College; Washington County, Ohio, survey for the years 1912 and 1913, in cooperation with the Ohio 
Agricultural Experiment Station; Dane County, Wis., survey in cooperation with the Wisconsin State 
Agricultural College; Tamaand Warren Counties, Iowa, surveys in cooperation with the Iowa Agricultural 
College; Sumter County, Ga., survey, 1918, in cooperation with the Georgia Agricultural College. 
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would otherwise be too small to give them a good living. The success 
of many farms is in large measure dependent upon the number of 
high-quality cows or other live stock that can be kept. 

4, By performing work outside the farm, such as teaming or working 
at lumbering during the winter. In many farming regions the oppor- 
tunity for this source of income is very limited. 

No one realizes better than the farmer that as a rule no phenomenal 
profits can be expected, and persons going into farming as a business 
should consider this fact. Agriculture is a good life work; it will pay 
wages and moderate returns on investment, provided both capital 
and labor are wisely expended. Success is most difficult to attain, 
however, unless the farm business is large enough to permit the effi- 
cient use of capital, labor, and managerial ability. 


YIELD OF CROPS.’ 


Crop yields greatly influence farm profits. Some farmers make 
fair profits with low yields because some other phase of the farm busi- 
ness is sufficiently developed to offset the poor yields, but it is doubt- 
less true that these same farmers could make more money with higher 
yields. Profits increase at least until yields are obtained consider- 
ably above the average for the region, but beyond this limit very 
high yields are liable to be obtaine d at th e expense 0 of f farm profits. 





1 As a measure of the y fel 1s of crops either the yield per acre of each crop may be used, or the yields a 
all the crops grown may be reduced to a percentage comparative basis by the method shown, which is com- 
monly known and referred to as ‘‘crop index.’”? On farms where one crop predominates, the yield of that 
crop may be the best index of good yields, but where a number of crops are grown the use of the crop index 
will be found of valuein making comparisons. 

The crop index which is used as a measure of the yields on a riven farm, is found as follows: Suppose a 
given farm produces— 


500 bushels of corn on.....- 10 acres. 

200 bushels of wheat on.....10 acres. 

25 tons of hay on.......... 20 acres. 
WOMindoscsssusoces oe 40 acres. 


Suppose, further, the average yields in the locality are such that, on the average, farmers produce— 
500 bushels of corn on...... 7.7 acres (65 bushels per acre). 
290 bushels of wheat on.... 8.0 acres (25 bushels per acre). 


25 tons of hay on......... 15.7 acres (1.5 tons per acre). 


TMA ascssocbese sp eben ‘ acres. 

Thecropindex of the farm in question is now found by dividing 32.4 by 40; thatis, by dividing the acres 
required with average yields by the acres required o1 this farm to produce the given quantities of these 
products, In this case the crop index is 0.81. This means that the yields on this farm are approxi- 
mately 81 per cent of the average of the community. 
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Tasie III.—Crop yields. 















| 
Labor income. Per cent return on investment. 
Average of farms with— | Average of farms with— 
No. of | 
Area, farms, | 
| Poor Medium Good Poor | Medium Good 
yields. | yields. yields. yields. yields. yields. 
ne a es 
Gloucester County, N. J.......- 125 $515 $923 | $1,609 4.5 8.7 14.5 
Frederick County, Md.......... 150 | 181 371 551 3.6 4.7 5.5 
Chester County, Pa............- 502 | 508 892 1,129 6.1 9.1 11.3 
Mercer County, Pa.............. 349 | 129 | 303 423 1.4 4.5 5.8 
Washington County, Ohio...... 25 | 165 | 284 364 2.0 3.9 5.2 
Clinton County, Ind............ 100 198 | 583 | 890 3.9 5.5 6.9 
Lenawee County, Mich 453 284 | 517 | 765 3.8 | 5.7 7.1 
Dane County, Wis...-... ie 60 266 | 407 | 561 3.6 4.0 4.9 
Tama County, lowa....... se 210 676 | 1,309 | 2,158 4.2) 5.3 6.2 
Warren County, Iowa..........- 184 233 | 725 936 | 2.5 | 4.0 4.8 
Barry and Lawrence Counties, | | 
DL csnisseetka@wannensces << a 244 120 | 355 682 | 2.2 | 5. 4 8.6 
Palouse Are nington and | | | | 
Idaho... 246 119 | 434 | 750 51 6.5 7.8 
Skagit County, Wash 202 49 | 147 | 214 2.7 | 3.9 4.1 
Sumter County, Ga.. 280 57 | 1,124 2, 230 | 4.2 8.5 11.5 
| | 





In Table III the farms for the various areas are placed in groups 
of those returning low yields, medium yields, and high yields, with 
the labor income and per cent return on investment shown for each 
group. These results show clearly the importance of obtaining 
good crop yields if they are not obtained at too great an expense. 
Other factors undoubtedly contributed toward making profits the 
greater on the farms with higher yields, but the fact that all areas 
show the same general results is indicative of the importance of this 


factor. 
RETURNS FROM LIVE STOCK. 


On farms where live stock is an important enterprise, the quality 
of the stock is very important. On a majority of farms, except in 
the South and certain of the Western States, more of the crops are 
fed to live stock than are sold direct. On many farms the animals 
are the market for the crops, hence the production of these is a most 
important factor in farm profits. The best of corn and hay crops 
will count for little when fed to animals that make returns below the 
market prices for these crops. On the other hand, good live stock 
on the individual farms may not be profitable if not fed and cared 
for economically. 

In Table IV is shown the effect of the returns from live stock upon 
income when the farms where live stock is an important enterprise 
are arranged in three groups according to whether they show poor, 
medium, or good production. The returns from live stock are meas- 
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ured by the amount and value of product returned per animal, and 
the table shows that the returns from live stock -constitute an impor- 


tant factor. 
TasLe IV.—Returns from live stock. 








Tabor income Per cent return on invest ment, 
Average of farms with | Average of farms wit 
Number 
Area. of | 
farms. Poor Medium | Good | Poor | Medium Good 
live-stock|live-stock| live-stock| live-stock| live-stock| live-stock 
returns. | returns. | returns. | returns. | returns, | returns, 
i { 
Frederick County, Md........-- 150 $76 $285 | $737 2.8 | { 6 
Chester County, Pa............. 502 413 912 | 1,215 | 5.0 | 9.6 | 12.0 
Mercer County, Pa.........-.-.. 349 136 244 | 173 | LA 3.9 | 6.3 
Washington County, Ohio...... 25 | 54 243 | 52s | ee 3.5 | 76 
Clinton County, Ind.........-.. 100 | 82 605 995 | 3.6 | 5.7 | 6.9 
Lenawee County, Mich......... 153 208 543 S17 | 2.8 | 5. 9 | 7.8 
Dane County, Wis.........----- 60 —9 500 740 | ar 4.7 | 6.2 
Tama County, Iowa..........-. 210 726 1, 271 2,137 4.2 | 1.9 6.6 
Warren County, Iowa. .......-- 184 —70 631 1,339 | 2.0 | 8] 5.5 
Barry and Lawrence Counties, } | | | | 
SDs shbebbaseshcdeesssss06e% 244 223 317 | iil 3.2 | 5 17 
Pelouse area, Washington and | 
MD rap eee ok asiee cist 246 | 250 163 577 | 5.5 6.5 7.2 
Skagit County, Wash........... 246 | =< 100 | 393 | 1.7 | 3.8 5 
| 1 
1 Gloucester County, N. J., and Sumter County, Ga.. areas are not included in this table because of the 


relative unimportance of the live-stock industry in these areas. 


EFFICIENCY IN THE USE OF LABOR. 


The exceedingly diverse nature of farm operations makes wide 
opportunity for inefficiency to enter into their performance. In a 
factory with modern machinery a man is expected to do a certain 
amount of work, and in many instances the machine sets the pace 
for him. Generally the worker on the farm must be his own boss 
and must set his own pace. He must also work under most adverse 
weather conditions at certain times. Often a great deal of work 
must be devoted to things which add little or nothing to the profits 
of the business. It requires twica as much time for some men as 
compared with others to do a certain kind of work. Work may also 
be so organized that a given amount of effort accomplishes more than 
the average. The efficient use of horse labor is also very important 
and bears a close relation to size of business. On the one-man farm 
the horses must necessarily be unemployed every time the farmer 
finds it necessary to do work not requiring horse labor. On the larger 
farms the work can beso arranged as to have one man keep the horses 
busy while others attend to the work where horse labor is not needed. 

In Table V is shown the effect upon farm profits of a low, medium, 
and high return for man labor. The common basis used for compar- 
ing efficiency in the use of labor is that of crop acres per man, and 
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this is a satisfactory measure providing the farms are of the same gen- 
eral type. Where farms vary in type a good measure is the number 
of days of productive labor per man. Inefficiency in the use of labor 
may be due to lack of opportunity, indifference of the operator, or 
many other factors. Whatever the reasons, the results show that 
with a low return per man the profits will usually be correspond- 


ingl\ small. 


TABLE V. E fficie ney in the use of labor. 


Labor income Per cent return on investment. 
Average of farms with | Average of farms with— 
Number 
of | | ee 
farms. | Low Medium High Low Medium High 
labor | labor | labor labor labor labor 
| returns. | returns. | returns, | returns. | returns. | returns. 
| 


Gloucester County, N. ; 2: g $1,120 $1,149 - 7 10. 
Frederick County, } | 7 362 587 3.6 | of 5. 
Chester County, Pa..........-.- 50: 936 | 1.973 9.5 | 

Mercer County, P¢ 346 256 361 
Washington County, Ohio 2: 205 | 339 
Clinton County, Ind | 316 550 | 812 
Lenawee County, Mich 59 213 520 | 733 
Dane County, Wis............ ee 31: 457 | | 
Tama County, Iowa............ 21 oe 380 | 

Warren County, Iowa........-.; Sai 647 | 

Barry and Lawrence Counties, 


Bm Se SP wh he S 
NOONAN 


Idaho 
Skagit County, Wash 
Sumter County, Ga 


—s 2 , se es 
aS SO @ 


THE EFFECT OF ALL FOUR FACTORS. 


The results shown in Tables IT, ITI, IV, and V relative to the effect 
of size of business, vield of crops, production of live stock, and effi- 
ciency in the use of labor, are evidence that no one of these is the 
determining factor for success. Size of business is very important, 
but a large business conducted without attention to these other 
factors will probably result in a loss. In Table VI is shown the effect 
upon profits of having one, two, three, or all four factors (size of busi- 
ness, crop yields, production of live stock, or efficiency in the use of 
labor) better than the average of the region. Those with two of these 
factors better than the average make more than those with only one, 
and those with all four factors above the average far excel all others 
in profits. Only a small proportion, usually less than 10 per cent, of 
the farms are better than the average in all four respects, while from 
20 to 30 per cent of the farms in each area have only one factor better 
than the average of the region, and from 9 to 21 per cent of the 
farms are below the average in all four factors. (Table VI.) 
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TaBLe VI.—A comparison of farm profits when one, two, three and all four of the factors 
(size of business, crop yields, returns from live stock, and efficiency in the use of labor) 
are above the av erage of the region.' 


Farms above the average of the region in— 


Num- | One facto: Two factors. Three factors. Four factors. 
ber of | — ean LE Se ne Sa x 
farms. | 
Per Aver- Per Aver- Per Aver- Per | Aver- 
cent of| age cent of age centof| age cent of | age 
total labor | total labor | total labor | total labor 
farms. |income| farms. |income.| farms. |income.] farms. | income. 


| | 
Frederick County, Md.. .| 5 28} $94 3° $400 ¢ $774 | $1,288 
Chester County, Pa.. = 50: 26 | 32 ; 827 2 1,339 +} 1,907 
Mercer County, 346 i 190 33 304 424 665 
Washington County, Ohio... ; 3 37 ‘ 176 2 180 611 
Clinton County, Ind ‘ 252 , 196 2 943 | ( , 606 
Lenawee County, Mich 53 ‘ 321 36 467 2 930 241 
Dane County, Wis ) : 35 35 345 25 655 | 5 044 
Tama County, Iowa | 2 2 512 | 3 , 352 25 | 2,480 3,700 
Warren County, Iowa. ; 3: 36 629 ) 1,339 662 
Barry and Lawrence © ‘oun- ! 


527 ; S98 


oi 





Palonse area, Washington | 
and Idaho 216 2 7 3% : li 1,069 
Skagit County, Wash...... ‘ | 5 35 | j 5 ‘ 

















1 Gloucester Cemty, N. is and Sumter Canine. Ga., areas notincluded in this table because of therela- 
tive unimportance of the live-stock industry in these areas. 

A well-balanced farm business is nearly always profitable. The 
farms that are as good or better than the average of their community 
in all four of the factors here mentioned seldom fail to make a good 
profit. Thus, if a farm is devoted to a type of farming adapted to its 

conditions, if it is as good or better than the average in size of business, 
yield of crops, production of live stock, and effici iency in the use of 
labor, and is adequately and economically equipped, it is almost 
certain to be profitable. The weakest factor is the one that needs 
attention in improving the business. If the quality of the live stock 
is high, greater improvement in the farm business can usually be 
obtained ‘by devoting attention to developing the size of the business 
or sale of cash crops, or increasing labor efficiency, rather than by 
further improving the quality of live stock. 

Figure 1 (pp. 14-15) illustrates graphically the data presented in 
Tables II, III, IV, V, and VI. Instead of showing the average labor 
income of the groups of farms in each area with small, medium, and 
large sized business, with poor, medium, and good crop yields and live- 
stock returns, and with low, medium, and high labor efficiency, the 
chart shows the percentage the average labor income of each group 
is of the average of all farms of the area. The groups with small 
sized business returned only about 55 per cent of the average labor 
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income of the area, while the groups with large sized business returned 
158 per cent of the average. The groups with poor crop yields 
returned 44 per cent of the average labor income of the area, while 
those with good crop yields returned 156 per cent. The groups 
having poor returns from live stock returned only 25 per cent of the 
average labor income of the area, while those with good returns from 
live stock returned 179 per cent. The groups of farms low in labor 
efficiency returned 54 per cent of the average labor income of the 
area, While those high in labor efficiency returned an average labor 
income equal to 155 per cent of the average of the area. 

By a little closer study of the chart something of the relative im- 
portance of these factors in each area may be determined. For 
example, in areas having the greater part of the receipts from live 
stock, there is a greater difference between the average labor income 
of the groups of farms having poor returns and good returns from 
live stock than between the groups having poor crop yields and good 
crop yields—returns from live stock being the factor of greater 
importance. In areas having the greater part of the receipts from 
the sale of crops, there is a greater difference between the average 
labor income of the groups of farms having poor crop yields and good 
crop yields than between the groups having poor returns and good 
returns from live stock—crop yields being the factor of greater im- 
portance. The areas in Mercer County, Pa.; Washington County, 
Ohio; Dane County, Wis.; and Skagit County, Wash., are predomi- 
nantly live-stock areas, while those in Gloucester County, N. J.; Barry 
and Lawrence Counties, Mo.; Palouse area in Washington and Idaho; 
and Sumter County, Ga., are predominantly crop areas. 

In the part of the chart showing a comparison of the profits on 
farms with one, two, three, or all four of the factors above the average 
of the area, the average labor income of the groups of farms above the 
average of the area in but one factor seldom exceeds 50 per cent of 
the average labor income of all farms; the groups of farms with two 
factors above the average of the area have average labor incomes 
around the average of those of the area as a whole. The groups of 
farms better than the average of the area in three factors have labor 
incomes about 75 per cent above the average of the area, while those 
better in all four factors have labor incomes 175 per cent above the 
average of the area. About one-fourth of all the farms were above 
the average of the area in only one factor, one-third in two faetors, 
one-fifth in three factors, and less than one-tenth in all four factors. 
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BLANKS FOR USE IN ANALYZING THE FARM BUSINESS 


AND DETERMINING THE FARM INCOME. 
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Coun 


ty 


Township -.___- 


Farm 


year beginning 


Operator _----.- 


P. O. 


Address_- 2 


Landlord_______._- 


ee . 
Li cat 


Miles 


Address___ 
lon. =... 


from market 
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Live-stocK Propucts. 





Sales. Family use. 


Items, a 
Amount. Price. Operator. Landlord. Amount. Value. 


Sutter, milk, cheese . .. 
Eggs 

Meat 

Wool 

3reeding fees __---- 


Hides 





Live-stocK SUMMARY. 
Horses | ’ 
and attle, | Sheep. | Hogs. | Poultry. J), Total 
mul ? ive stock, 


Live-stock products (p. 34 
Live stock sold (pp. 32, 33 


Live stockendofyear(pp.32,3: 





Total 


29 


Live stock purchased (p. 32 


Live stock beginning of year 
») 96 


(pp. 32, 3: 





Total 


Increase ! 
Decrease ! 
Operator’s net increase ' 
Operator’s net decrease 
Landlord’s net increase 


Landlord’s net decrease 


OTHER Sources OF INCOME. 


Receipts. amily use. 


Items. 


Operator. Landlord, Amount. 


Man and team labor 
Machine work. 
Rent—land, buildings 
Sirup and sugar 

Bees and honey-.- 


Lumber, wood, etc- 


1 Ifsum of stock products, stock sold, and stock at end of year is greater than sun of stock purchased and 
steck at the beginning of year, the difference is increase; if less, decrease. 
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CuRRENT EXPENSES. 


Items. Operator. Landlord. 


meer Hames ss 923 te | months).__! 
Month hands...-.........-....(-.- months) 

Piny: hapa sos --months)-. 
Cotton picking, chopping-( _..-months)___| 
Cropper labor................( ...-.months) 
Contract labor-...........-..-( __.-months) 


Board of hired labor____.._(-...........months) 


| 
| 
| 
| 





on 


Repairs, machinery (p. 37). 
Repairs, dwelling (p. 36)- 
Repairs, tenant houses (p. : 
Repairs, other buildings (p. 35) 

Repairs, fences (p. 36)---_... 

Repairs, drains or terraces (p. 36) 

Feed: Roughage 

Feed: Grain, ete 

Pasture, bedding... 

Feed grinding, silo filling, corn sl.redding 
Milk hauling, cow testing, ice 

Horseshoeing oieomeaii 

Veterinary, medicines, dips, etc 

Breeding fees, registry fees 

Seeds, plants, trees... 

Fertilizer, wage land ___..___.....| -tons) 
Fertilizer, cropper land___. -tons)... 
Lime (____..-..tons), manure tons) 
Spray material 

Twine 

Thrashing, clover hulling 

Baling and wire, cotton ginning 

Other machine work hired 

Fuel and oil for farm work 

Auto for farm use 

Telephone 

Bags, cans, crates, barrels, boxes, ete 
Storage, freight, commission 

Advertising, auctions... 

Insurance 
Taxes ate 
Water tax______. 
Cash Pets oS. 


Interest 
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REAL Estate AND IMPROVEMENTS. 


[T=Tenant, L= Landlord.] 


Value of Value of Depreciation 
Value at improve- property Value charges. 


reine begin- ments | soldor | atend 


ning of made _|salvaged of 


| 

vear. g 1 g year. or 
| yea during during yea Pe Amount. 
| vear. vear. cent. 
| 7 F 
| 


Dwellings 

lenant houses 

Other buildings 

l‘ences 

Drains, terraces 

Land clearing 
Total for operator 
Total for landlord 


Beginning of Purchased Sold during 
year. during year. year. 


Value operator’s real estate 


Value landlord’s real estate 


FEED AND SUPPLIES 


Tenant, L=Landlord.} 


Repair 
‘pense 


During Nor- 


year. 


Beginning of farm year. End of farm year 


Items 


\mount. Price. Value. Amount. Price 


Hay 

Silage 

Com 

Wheat 

Oats 

Cotton seed . 
Seed cane 


Clover, grass seed 


Total for operator 
Total for landlord : ba 


Operator’s increase ! , Decrease ! 


Landlord’s increase ! Decreasi 


i If value of feed and supplies at end of year is greater than at beginning the difference is “increase”: 


” 


if less, ‘‘ Decrease. 
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MACHINERY AND EQUIPMENT. 


[T=Tenant, L=Landlord.] 


Value at | Value of | Value of | vaiye at 
beginning | purchases| _ sales end of 
ofyear, | during = year. 


| 
Items. | 


eT ee 
Wagons, beds, racks_- 
Buggies, carriages 

| Sleds -. 

Stalk cutters___..__.- 
Breaking plows- 

PONTO WE 2.5.2 csen ss 
Rollers, plankers 

Corn, cotton planters. 
Grain drills, seeders_ 
Plant setters____-..--. 
Qa 
Corn, grain binders ~ 
Mowers ------ 

MOP «22 is ore ok 
Hay rakes, loaders.. 

Hay stackers, balers - 
Manure spreaders_.- 
Fertilizer distributors! 
Thrashers, hullers, ete_|_- 
Husker, etc__...........| 
Ensilage cutters _______-- 
Grain cleaners_.......---- 
Feed grinders 

Sirup and sugar eq’p’t_|--..--- 
Beet, tobacco eq’p’t...-| 
Potato diggers, ete 
Sprayers, etc 

rare core Sete 2 = 
Wr aGtaies ose 
Autotrucks___._- a] 
Work harness-- 
Driving harness 
Milking machines_ 
Other dairy equipm’t- 
Sheep equipment 
Hog equipment_-.. 
Poultry equipment 
Bee equipment 
Other equipment --__.__|_....__...- 


e 





Total for operator reese ree 
Total for landlord -__.|_.___._--_- Seer 





Depreciation 
charges. 


Per | 


cent. Amount. 





Value 
of 
repairs 
made 
during 
year. 
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SUMMARY. 


Landlord. 


Item. Total. Item. Total. 


Investment: ! 
Real estate (p. 36) 
Live stock (pp. 32, 33)____- 
Machinery and equipment (p. 37 
Feed and supplies (p. 36)___- 


Cash to run farm 


Farm receipts: 
RROD MUD tee oe 
Live stock, increase (p. 34)_____- 
Other sources (p. 34) 
Increase feed and supplies (p. 36 

Total 

Farm expenses: 
Current (p. 35)__.....---- 
Unpaid family Jabor (__. mo.) 
Live stock, decrease (p. 34)___------ 


Depreciation (pp. 36, 37)- 


Decrease feed and supplies (p. 36)__. 


Farm income 


Interest on investment at _.. per cent ?__.| 
Labor income_-- 

Value operator’s labor (__. mo.) 

Per cent return on investment * 


Value items for family use (pp. 31 to 34). 


1 Use average investment or that of beginning of year, whichever more nearly represents the true capital 
invested in the year’s business. 

2 Use current rate of interest on well-secured farm loans. 

3 After deducting value of operator’s labor from farm income. 





A Method of Analyzing the Farm Business. 
STaTEMENT or Net Worrn. 


Beginning of farm year. End of farm year, 





RESOURCES: ! 


All cash on hand____-- 
Real estate (p. 36)- 


Live stock (pp. 32, 33). 


Machinery (p. 37) 

Feed and supplies (p. 36)__- 
Household equipment-_- 
Automobile 

Other tangible property__- 
Accounts owing to you_- 
Notes owing to you_-__....-- 
Mortgages owing to you 
Bonds and stocks owned_. 


Interest due you or accrued on notes, | 
mortgages, and bonds=...-..-...--.._ 





Total resources 
LIABILITIES :.? 
Accounts owed by you 
Notes owed by WOU Ls aaw ete 
Mortgages owed by you---- 
Interest due or accrued and owed by iil 
Total liabilities 


Total net worth * 





Increase or decrease in net worth 4 


' Includes all property owned by you and owing to you 

2 Includes all amounts which are owed by you to some one else. 

3 Subtract total liabilities from total resources. ; 

4 If total net worth at the end of the year is greater than at the beginning of the year the difference isan 


increase; if less, a decrease, 
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Some MEAsuREsS or SuccessFuL. Farms.! 


S1zE OF BUSINESS: Farm area 
RORrO ANA oe 8 s 
Months of man labor ? 
Number of work stock _- 
Number animal units 3________. 
Num ber Cows i......--....-=:.2.-- E 
Days of productive man labor * - 
INVESTMENT: Per cent of investment in real estate 
In buildings per crop acre______......---_---.------ 
In machinery per crop acre________- 
CROP RETURNS: ® 


LIVE-STOCK RETURNS: ® 


EFFICIENCY OF LABOR: Crop acres per man 
Crop acres per horse -_...........-..--- 
Productive work days per man - 
Productive work days per horse-______...-..--- 
Costs: Total value of farm feeds consumed by live stock 7 |___. 
Total value of purchased feeds consumed by live =tock- 
Total feed cost per animal unit --.............-.....-----.- 
Total value of man labor § 
Per cent total expenses are of total receipts 
Per cent total feed cost is of total live-stock returns_- 
Net returns per $1 of dabor .- =... 
Labor cost per productive work day - 
Prorits: Labor income................----- 
Per cent return on investment 


1 Designed for general application; record important measures for a given farm or locality. The value 
of aor pve measure will vary with the kind of farming and section of the country. 

2 Add months of hired labor, p. 35, family labor, p. 38, and farmer’s labor, p. 38. 

3 An animal unit is used as the basis for comparing different kinds of animals and represents one mature 
horse, cow, or steer, or as many smaller animals as require the feed of these. Usually 2 head of young cattle 
or colts, 7 sheep, 14 lambs, 5 hogs, 10 pigs, or 100 chickens are each equivalent to one animal unit. 

‘ The productive days of man labor represent the number of days of labor that should ordinarily be 
required to care for the live stock and raise the crops. See Table I, page 19, for approximate time 
required for various crops and classes of live stock and make computations for a given farm accordingly. 

6 Record important crops and yields per acre or receipts. Crop record, pages 30,31. 

6 Record important measures of good live stock such as production or receipts per cow, receipts per ewe, 
receipts per sow, etc. Live stock and live stock products records, pp. 32, 33, and 34. y 

7 Find the value of all crops fed from crop record, pages 30,31, plus a charge for pasture, p'us or minus 
the difference in feed inventory, page 36. 

8 Add value of all hired labor, p, 35, plus family labor, p. 38, plus farmer’s labor, p. 38. 
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FARM to be successful should maintain its pro- 
! ductivity and should return a reasonable wage 
for the labor of the farmer and his family, after 
paying farm expenses and deducting a fair rate of 
interest on the investment. 

Four important factors in the success of a farm 
business are size of business, yield of crops, returns 
from livestock, and efficiency in the use of labor. 

What is the size of your farm business? 

What part of your investment is in land, buildings, 
livestock, machinery, and other capital? 

Are your crops properly proportioned for greatest 
returns? 

How do your crop yields compare with the average 
vields of the locality? 

What classes of livestock return you the most 
money? 

How do the returns from your livestock compare 
with the average of your locatity? 

How many acres of crops do you raise per man? 
Per horse? 

Is your farm so organized that each part of the 
business is yielding satisfactory returns? 

How much have you left for your own labor after 
deducting from your total receipts your year’s ex- 
penses, value of labor performed by members of 
your family, and interest on your investment? 

How much does the farm contribute toward your 
family living? 

This bulletin outlines a system of analyzing the 
farm business, designed to help the farmer answer 
such questions as these and thus locate the strong 
and weak points in his plan of management. 

Record your year’s financial transactions in the 
blanks provided in this bulletin and apply the tests 
of farm efficiency to your own business. 
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A METHOD OF ANALYZING THE FARM 
BUSINESS 
By H. M. Dixon, Extension Economist, Hatension Service, and H. W. Haw- 
THORNE, Associate Agricultural Economist, Bureau of Agricultural Economics: 
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WHAT AN ANALYSIS SHOWS 


HIS BULLETIN aims to assist farmers to a better understand- 

ing of the financial side of their business. It outlines a method 
of analyzing the farm business to determine the capital, receipts, 
expenses, and profits. It includes blanks for making such an analy- 
sis and recording the amount and value of farm products contributed 
toward the family living. Thousands of farms have been studied 
by this method within the past few years, with the object of analyz- 
ing their operations from a business ST and learning the 
more important reasons for their success or failure. Experience 
shows that it is not always possible to distinguish profitable farms 
merely by casual observation. Where a farm is operated as a large 
business, if free from debt, even a low rate of interest on the capital 
invested, without any wages for the operator, may return sufficient 
funds to give the place a prosperous appearance. In other cases 
an appearance of prosperity may be due largely to income from 
outside sources. A farm can not properly be cailed successful unless 
it pays a fair rate of interest on the capital, returns fair wages 
for the farmer’s labor, and, at the same time, maintains or increases 
the fertility of the soil. 

Most farmers have the details of their business sufficiently well 
in mind for purposes of analysis, but they are not always able to 
summarize these details into a concrete statement. They realize 
that the gain from a large business should be more than from a 
small one, that good cows are more profitable than poor ones, and 
that good crops are more desirable than those that barely pay for 
harvesting. Their main difficulty is that they have no convenient 
way of determining just how good or how poor the business really 
is; in other words, no way of measuring its efficiency. With such 
an analysis as outlined here, a farmer can more readily find the 
strong and weak points in his system of management and make 
changes with some assurance that they will result in greater profits. 


Note.—A part of this material was issued in 1915 as Farmers’ Bulletin 661, by 
E. H. Thomson and H. M. Dixon. Several years’ experience with the application of 
this method to the business analysis of a large number of farms makes this revision 
possible, 
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Agricultural teachers, county agents, and other extension workers, 
as well as farmers, will find the blanks used in this form of analysis | 
helpful. Teachers may give copies to their pupils for use in mak- 
ing records of their home farms. These records may then be sum- 
marized and furnish information to both teacher and pupils con- 
cerning economic phases of the local agriculture. Groups of farmers 
assembled for a discussion of the economic side of their business 
may find the blanks of value, as arrangements can be made so that 
each farmer can be ow a copy to figure his own farm profit 
Later meetings may be devoted to a discussion of the results. We rk 
of this kind will help reveal the true status of the local agriculture 
and show some of the problems confronting the farmers and aid in 
their solution. 

The blanks may also be filled in by individual farmers and sent 
to the State agricultural college or to the United States Department 
of Agriculture for suggestions. 

FARM ACCOUNTS 

Farm accounts may be grouped into two classes: (1) Those per- 
{taining to the farm business as a whole, or “ financial accounts,” 
and (2) those pertaining to an anaylsis of the various enterprises, 
commonly called “cost accounts.” The method presented here per- 
tains to the analvsis of the farm business as a whole. In order 
properly to analyze each enterprise it is necessary in addition to this 
analysis to obtain labor and other records for all the enterprises 
and feed records for each livestock enterprise. 

In making a record of the farm business, accounts are of value. 
Many farmers have a record of the more important financial transac- 
tions. The accounts will vary on different farms, but a memorandum i 
a all farm receipts and expenses is valuable when summarizing the 


var’s business. Farm accounting is more a question of knowing 
sind accounts to keep and what use to make of them than of the 
kind of form or blank. This method of farm analysis will suggest 
the accounts of most value. 

The extension service of the State college of agriculture in most 
States has prepared a simple farm account book. Information re- 
garding these books may be obtained through the county agricul- 
tural agent or by applying direct to the State college of agriculture. 


METHOD OF FARM ANALYSIS 


The blank forms outlined on pages 21 to 32 have been prepared 
for use in determining the net income from the farm business. Space 
is also provided for recording the amount and value of farm products 
furnished the family. The wide variation in the kinds of farming 
carried on in different parts of the country renders it impracticable 
to prepare a single set of blanks for all conditions. The forms are, 
therefore, rather general, and it may often be necessary to insert 
items not listed. The blanks have been designed for use in analyzing 
the business of a farm operated by either the owner or tenant. 
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Analyzing the Farm Business 3 
FARM TENURE 


In farm-management studies a farm is usually understood to be 
all the land operated as one unit. Exception may be necessary. For 
instance, if the operator rents out single fields it m: iy be we Il to in- 
clude his share of the returns from the rented-out areas. The farm 
may consist of both owned and rented land, if all, or nearly all, this 
area is operated by one set of machinery, horses, workmen, ete. When 
a man owns two farms, operated rather independently of each other, 
they are considered separate farms. The operator is the person re- 
sponsible for the year’s farming operations. Thus, if an owner 
directs the farm operations he is the operator; but if a renter directs 
the operations, the owner is the landlord and the tenant is the 
operator. 

The cropper, share hand, halver, or tenant laborer usually fur- 
nishes the manual labor and little or none of the working equipment. 
He, therefore, bears close relation to the wage hand, the main differ- 
ence being that he is paid a share of the farm products instead of 
eash wages for his services. The farm operator furnishes all or 
nearly all the capital, pays nearly all the expense and exercises most 
of the supervision of the business. Such a proposition may be con- 
sidered a part of the farm business, and the value of the share of 
products received by the cropper or share hand, minus any expense 
other than labor paid by him, may be inserted as the expense for 

“cropper ” labor (blank form, p- 27). The value of the products he 
received must also be included in the receipts, and the other expenses 
he paid included under “ Current expenses.” The operations of crop- 
pers or share hands who furnish any considerable part of the oper- 
ating equipment and operate a part of the farm independently of 
the rest of the business should usually be handled as separate propo- 
sitions. The blank is designed for handling such propositions 
in the way which seems to represent best the conditions on the 
individual farm. 

FARM INVENTORY 


An inventory is a list of the amount and value of all farm prop- 
erty. In any method of analysis the farm inventory is important, 
and space is pone: for making the inventory at the beginning 
and end of the year. It shows whether the business has increased or 
decreased during the year. Whether the year as a whole has been 
profitable c annot. well be determined without the inventory. 

In the farm inventory the date when the farm year begins varies. 
Some farmers begin their year’s accounting on January 1; others 
find some other date desirable. In some sections the time tenants 
ordinarily change farms is chosen. Many farmers close accounts at 
March 1 or April 1, the time of year in many regions when practi- 

ally all feeding operations from the prec eding year have been com- 
pleted. The fundamental principle in taking an inventory is to 
choose a time when the least feed and unsold produc ts are on hand. 


FARM AREA 


The farm area (blank form, p.21) should include all land operated 
asone farm. The acreage is separated into eight divisions according 
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to utilization. If more than one crop is grown on any of the ] land 
during the year the acreage should be counted but once for ‘de termin- 
ing the “acres in ¢ rops.” 


CROP RECORD 


In the form on pages YY and 23 space 1s provided for recording 
the acreage and yield of each crop, the amount and value of the 
operator’s or the landlord’s sales, and the amount and value of crops 
for family use. Crops grown that are not mentioned in this sched- 
ule should be written in, using the blank space or spaces provided 


by scratching out the names of crops not grown in the locality. The 
sum of the acres in the several crops should equal the “Acres i 
crops ” shown on page 21. If a second crop is grown on any of the 
fields during the year, the acreage should be “ringed” (as ) to 


avoid confusion in adding the acres in crops. Under “Sales” all 
amounts sold from the farm or held for sale should be entered, 
Crops fed to livestock on the farm should not be included as sales, 
Crops held for sale from previous years should not be inventoried, as 
the ‘vy are a part of the previous | vear’s business, but « crops held from 
the previous year for feeding on the farm must be inventoried under 
“ Feed and supplies” (p. YS). 

On tenant farms any portion of the tenant’s share of crops sold or 
held for sale is listed under the heading ‘ *Operator’s sales.” Any 
of the landlord’s crops sold or held for sale are listed under * Land- 
lord’s sales.” Where the landlord transfers any of his share of crops 
to another farm, the value of these are entered as sales for the farm 
from which removed. When farmers operate their own farms and 
rent additional land, the crops sold from their own farm or their 
share sold from rented land should be entered under the heading 
“ Operator’s sales.” 

LIVESTOCK RECORD 


The form for the livestock record, pages 24 and 25, provides for 
a record of the number and value of all kinds of livestock at the 
beginning and at the end of the year, of all sales and purchases 
within the year, and of the number and value of all animals that 
diea or have been killed and used by the family within the year. A 
record of livestock furnished hired labor is important on some farms, 
and should be recorded. ‘There may be a variation in the number 
of any kind of livestock at the beginning and end of the year, 
according to the number bought, sold, raised, died, or slaughtered. 
The number of each kind of livestock on hand at the beginning of 
the year, plus the number purchased and raised, minus the number 
sold, that have died, and have been slaughtered, must equal the num- 
ber on hand at the end of the year. Animals appearing in one class 
in the first inventory may appear in a more mature class in the 
second inventory, and animals born within the year may appear as 
sales and not in the inventories. ‘The number of dairy cows is often 
increased during the year from animals classed as heifers in the first 
inventory. The number of heifers or steers m: 1y be increased —_ 
the year from animals classed as calves in the first inventory r by 
purchases. All livestock both born and sold during the oe wit 
appear as sales, but not in the inventory. Conservative market 
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prices should govern the livestock inventory values. On all farms 
except those on which the landlord has a share of the livestock the 
record is made under the heading “ Operator’s livestock.” 

Livestock products.—Record in the form, page 26, the amounts 
and values of all livestock products sold, such as milk, butter, eggs, 
wool, ete. Any of these products exchanged for groceries and other 
supplies should be entered as sales. The principle to follow in re- 
cording the year’s farm receipts is to include as receipts the value of 
all farm products leaving the farm, whether sold or given in 
exchange. Space is provided for entering the amount and value of 
livestock products taken from the farm for family use. 

Livestock summary.— Livestock summary” (p. 26) provides 
for a concise statement of the business transactions for each kind 
of livestock and for the entire livestock enterprise. For each kind 
of livestock add receipts from livestock products and from sales 
and the inventory value at end of year. From this sum subtract the 
sum of the purchases, plus the inventory value at beginning of year. 
The result is the increase or decrease in the financial transactions for 
each kind of livestock and for the total livestock enterprise. 


OTHER SOURCES OF INCOME 


The heading “ Other sources of income” (p. 26) provides for 
recording such items as money received for man or team labor, ma- 
chine work, and other sources of income outside the farm business 
to which some part of the business contributed. The value of dwell- 
ing, wood for fuel, and other items of home supplies furnished by the 
farm is placed in the space provided. Rent received from tenant 
houses or other buildings on the farm is a receipt, when the values 
of such buildings are included in the farm real-estate value. Where 
the value of “ Feed and supplies” is greater at the end of the year 
than at the beginning, the difference is a receipt to the year’s business, 
and may be transferred direct from the form, page 28, to the sum- 
mary, page 30. 

FARM EXPENSES 


Farm expenses may be considered under five divisions: (1) Cur- 
rent expenses, (2) family labor, (3) decrease in value of feed and 
supplies, (4) livestock decrease, and (5) depreciation charges. 

Items of farm expense vary with the kind of farming and the 
region. Items not included in the list, page 27, should be written in. 

Current expenses.—I¢xpenses for paid labor constitute an im- 
portant item on many farms and should be carefully computed and 
entered. For the board of hired labor either of two methods may 
be used in arriving at a charge: Entire expense for the board of hired 
labor may be charged and the proportion of the board furnished by 
the farm carried as a receipt te the enterprises contributing, or the 
charge for board may be made for only the food purchased. The 
final result for most farms is practically the same by either method. 

The next items of current expense relate to repairs of machinery, 
buildings, fences, drains, terraces, etc. These are an important part 
of the expense of operating a farm. Determining the proper amount 
of expense to charge against each of these items for a given year is 
often perplexing, because extensive repairs may be made within one 
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vear that will last over several years. Therefore space is provided 
for recording the expense for repairs of buildings, machinery, fences, 
etc., along with inventory values and depreciation charges (pp. 28 
and 29). If the expense for repairs and improvements has not more 
than maintained the value of the farm, the entire expense may be 
charged against the one year’s business. If the expense for repairs 
for the year is more than is necessary for maintaining the buildings, 
machinery, ete., the normal expense should be caleulated as the 
cliarge to the year’s business. (Ifor machinery, see p. 29, for build- 
“ngs, etc., p. 28). The other items of expense are self-explanatory. 
in several instances space is provided for recording quantities 
such as number of months of labor, amount of fertilizer, etc. The 
item “ interest ~ refers to interest paid upon money borrowed within 
the year to carry on the business, or for purchase of feeding steers, 
lambs, ete., not represented in the farm inventories, and does not 
refer to interest on the farm mortgage. 

Unpaid family labor.—Value of unpaid family labor is an ex- 
pense chargeable to the farm business and is provided for in the 
summary form, page 30. It is dete a on the basis of what it 
would cost to have the same work done by hired help or the amount 
of additional labor that the operator a l have had to hire to carry 
on the same-sized business had family labor not been available. 

Feed and supply decrease.—Where the value of feed and sup- 
plies is less at the end of the vear than at the beginning the differ- 
ence is ane xpense. This expense should be calculated from the feed 
and supply record, page 28, and transferred to the summary, page 30. 

Livestock decrease.—If the value of livestock at the end of the 
vear, plus the sales, is less than the value of livestock at the begin- 
ning of the vear, plus purchases, the difference represents a loss and 
should be charged as an expense. This seldom occurs, except in 
case of disease or marked decrease in market value. This may be 
determined from the livestock, summary, page 26, and if a decrease 
exists it may be transferred to the proper space in the farm sum- 
mary, page 50. 

Depreciation of equipment and buildings.—In addition to 
current farm expenses there are certain other items, such as ce pre- 
ciation, which may be called fixed charges. These occur on all 
farms, though in varying degree. Buildings may be constructed so 
that they will last for 100 vears, or they may have to be rebuilt every 
25 or 30 years. The life of mac hie ry depends on the care given and 
the extent it is used. Although there is no appreciable expense each 
vear, these buildings and machines eventually must be replaced. A 
proportionate share of this replacement cost should be charged 
against the farm each year: otherwise whenever a new barn or 
dwelling is built the entire cost would have to be charged against the 
business for that year. De ‘prec lation charges, therefore, are merely 
a method of distributing these costs over the period of years that 
they are in use. The amount of depreciation that should be charge 
each year as an expense is left to the judgment of the farmer. No 
set rules can be given, as no two farms are exactly alike in this 
respect. The sum of the amount of depreciation on machinery 
(p. 29), plus the depreciation of buildings, fences, etc. (p. 28), rep- 
resents the amount to be transferred to the farm summary. 
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FARM CAPITAL 


Farm capital includes the value of all real estate, livestock, ma- 
chinery and equipment, feed and supplies, and cash to run the 
business. 

Real estate and improvements.—<A record of the real estate 
and improvements is valuable when in sufficient detail to make pos- 
sible a study of the essential considerations. The space under “ real 
estate,” page 28, is for recording the value of the farm, including 
buildings, fences, and water supply. Conservative market values 
should be used, and not high speculative prices or low assessed valua- 
tions. When values are too high or too low the results are of little 
use in analyzing the farm business. The total amount of capital used 
in conducting the farm business is necessary in determining the 
year's profits, 1 regardless of whether a part is borrowed. Space is pro- 
vided in this blank for recording the value of the buildings, fences, 
drains, ete., at the beginning and end of the year, the value of im- 
provements made during the year, the value of property sold or 
salvaged, depreciation charges, and expenses for repairs. Ordi- 
narily it is not. necessary to inventory the fences, drains, etc., as the 
annual repair charge will usually care for these. In most instances it 
will therefore be found more practical to carry through the inven- 
tories only the building valuations. Labor expended in the construc- 
tion of new buildings, tile drains, or other improvements, should be 
included with the expense for materials under the proper headings 
in the real estate and improvements record, and should not be entered 
under labor in the current expenses, page 27. Both repairs and de- 
preciation are legitimate expenses in conducting a farm business. 
The essential point is that in arriving at a fair charge for either item, 
both must be considered. On one farm the improvements may be 
kept in first-class repair, in which case the depreciation charges are 
low and the repair charge high, while the reverse may be true on 
another farm. The amount chargeable for a given year as a de- 
preciation expense and as a repair expense does not. de ‘pend so much 
upon the actual outlay for the one year as upon the pri actice over a 
period of years. Therefore, space is provided under “repair ex- 
penses ” for recording both the repair expenses for that year and the 
average, or what is normally expended for repairs. The expense for 
depreciation may be derived either by the inventory method—that is, 
by adding to the value at beginning of the year the value of improve- 
ments or new equipment added duri ing the year, and subtracting from 
the sum the value at end of year plus value of property sold or sal- 
vaged—or on the basis of the years of remaining life. The years of 
remaining life basis has been und satisfactory for many farms. 

In computing the farmer’s income it is not necessary to ine lude in 
the farm summary expenditures for improvements (see form, p. 28), 
because if they are included they appear both in the expense items 
and in the inventory items showing an increase, so the entries cancel 

each other in final calculations. The record of such improvements 
may be — as a memorandum and the value of such investments 
will appear_as additional capital for the following year’s business. 

Liveiboek. —The method of arriving at the apital in livestock, 
pages 24 and 25 is explained on pages 4 and 5, 
121844°—39——2 
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Machinery and equipment.—Record on page 29 the capital and 
outlay in machinery and equipment. Value for each item should be 
a fair price for it as compared with a new machine, according to its 
condition at the date of the record. Record values at the beginning 
of year, purchases, sales, value at end of year, depreciation charges, 
and repairs. Depreciation charges may be determined either through 
the method of taking the difference between value at beginning of 
the year plus purchases, and value at end of the year ge sales or 
salvage, or on the basis of the years of remaining life of the ma- 
chinery. While this blank provides for data on each item of 
machinery, less detail is sufficient on many farms 

Feed and supplies.—Quantity and value of feed and supplies 
on hand at beginning and at end of the year is important, as any 
increase or decrease represents a gain or loss (p. 28). Importance 
of this record to the business as a whole varies with the time the 
farm year begins. If it begins on April 1, ordinarily only enough 
roughage or grain is on hand to last until the new crops are har- 
vested. Grains or hay held for sale are not included with those 
held for feeding purposes. The reason for accounting for these 
items of feed and supplies is that they form a part of the farm in- 
vestment, and also represent an increased or decreased item of 
income in the year’s business. 

Cash.—The item of “cash to run the farm” should represent the 
average amount of money the farmer has on hand during the year 
to pay current farm expenses; in other words, the average of his 
checking account above money used for personal and household ex- 
penses. This varies, not only from farm to farm but with the type 
of farming, as a dairy farm returns an income every month of the 
year, while a cotton or tobacco farm returns most of the year’s 
income within one season. The amount of cash necessary to run the 
business will range from $100 to $1,000 on most farms. 


FARM SUMMARY 


The form on page 30 is for a summary of the farm business. 
The items are from the totals in the preceding forms, as follows: 
Investment.—To determine the amount of capital invested in the 
year’s business, use either the average at beginning and at end of 
the farm year, or that at beginning of the year, whichever more 
nearly represents the true an invested in the vear’s business. 
Conditions on the farm should govern this. If ape estate improve- 
ments are made, additional equipment purchased, or additional live- 
stock added early in the year and used in the anes business, then 
the average at the beginning and end of the farm year should be 
used, If such changes are made late in the year, then the amount at 
the beginning of the year will probab ly more nearly represent the 
capital in that year’s business. For real estate capital, calculate and 
transfer from page 28; for livestock, from pages 24 and 25; for 
machinery and equipment, from page 29; and for feed and supplies, 
from page 28. Insert the amount of cash used to run the farm. 
Receipts.—Under receipts enter totals for crop sales from page 
23, for livestock net increase from page 26, for receipts from other 
sources from page 26, and for the increase, if any, in feed and sup- 
plies from page 28. 
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Expenses.—Under expenses, enter the totals for current expenses 
from page 27, for unpaid family labor (compute this figure as ex- 
plained on page 6), for livestock net decrease, if any, from page 26 
for depreciation of buildings and machinery from pages 28 and 29. 
and for decrease in feed and supplies, if any, from page 28. 

Farm income.—Subtract the total expenses from the total re- 
ceipts and the result represents the farm income, which is the money 
received for the use of the capital and pay for the operator’s labor. 

Labor income.—Capital has an earning power which at least 
equals the current rate of interest. on well-secured farm loans. In- 
terest at this rate, deducted from the farm income, gives the farmer’s 
labor income. The labor income represents the amount the farmer 
has left for his labor after paying all business expenses of the farm 
and deducting interest on capital. In addition, the farmer has the 
use of the farmhouse and the products furnished by the farm toward 
his living, such as fruit, garden vegetables, dairy products, and 
fuel. 

The difference between receipts and expenses, which represents 
the farm income, will not necessarily correspond to the money on 
hand or in bank, as personal and living expenses are paid out of 
this amount. In the case of farmers with mortgages or other debts, 
the interest on these and any principal paid also come out of the 
farm income. Therefore the business may show a fairly large differ- 
ence between receipts and expenses, and yet the farmer may not 
have the cash to show for it at the end of the year, because the funds 
have been spent for living or for personal uses or have been put into 
other investments, such as life insurance or paying off the mortgage. 
The object of this record is to analyze the farm business; to ascer- 
tain how much the farmer makes, not how much he actually saves. 
To find the net worth at the beginning and end of the farm year 
form is provided on page 31. 

Percentage return on capital.—Another way of expressing 
farm profits is to allow the farmer the value of his year’s work 
as an expense and find the percentage return on capital. For many 
farms, especially those where practically all labor is hired, the per- 
centage return on capital may be the most satisfactory way of indi- 
eating farm profits. For determining this figure subtract the value 
of the farmer’s own labor from the farm income and divide the 
result by the capital. 

The value of the farmer’s own labor is an allowance for the serv- 
ices of the farmer for labor and supervision at the rate at which he 
would have to pay another man to take his place. This is exclusive 
of farm dwelling and farm products used by his family. 

Farm supplies for family use.—In carrying this to the sum- 
mary, add the values shown under the crop record, page 23, livestock 
record, pages 24 and 25, livestock products, page 26, and other sources, 
page 26. 

Statement of net worth.—In addition to the analysis of the 
year’s farm business, it is of interest and value to prepare a statement 
of net worth, or balance sheet, to show the financial worth at a given 
time. The net worth represents the difference between the resources, 
Which include all property owned by you and owing to you, and the 
liabilities, which include all amounts owed by you to some one else. 











































10 Farmers’ Bulletin 1139 


The form on page 31 is for computing the net worth at the beginning 
and end of the year. The difference between the total net worth 
for these periods will represent the increased or decreased net en 
for the year. Some of the figures may be carried forward from ot! 
forms as indicated. From the standpoint of borrowing capital, t the 
net worth statement in addition to the year’s business analysis is 
very important. The analysis of the year’s business shows what has 
been accomplished through the year’s farming oper: ations. The net 
worth statement shows the value of all the farmer’s property, and 
how much the farmer got ahead during the year. 


FACTORS AFFECTING FARM PROFITS 


There are a number of factors which materially affect success in 
the organization and management of farms. Some are of greater 
importance than others, some may be disregarded without serious 
consequences; but as a rule the profits derived from farming depend 
very largely upon the extent to which certain essential features of 
organization and management have been adopted and adhered to. 


TYPE OF FARMING 


The first consideration is the type of farming followed, which 
must be adapted to soil, climatic, and labor conditions, and especially 
to local conditions with reference to markets and market facilities, 
as well as to the business conditions existing on the individual farm. 

Profits in farming are greatly affected from year to year by condi- 
tions over which the farmer has little or no control. Probably the 
most important, in most regions, are nature of the soil and ve uly 
variations from year to year in weather conditions and prices. ‘There 
are other conditions which one man alone can not control but which 
require the coopers ation of an entire community for best results, such 
as maintaining and improving public roads and public se eonks , or 
other social, educational, and economic phases of farm development. 

There is another group of factors affecting farm profits over which 
the individual farmer may have nearly entire control. From a study 
of these factors it is usally possib le to determine both the good 
points and the deficiencies in a system of farming, and steps for im- 
provement may be taken accordingly, with some assurance of a better 
income. On a majority of farms success is primarily dependent 
upon four important factors: (1) Size of business, (2) yield of 
crops, (3) returns from livestock, (4) efficiency of labor. Many 
other factors have their influence, and must not be overlooked on a 
given farm; for instance, the wise expenditure of capital is impor- 
tant. Overcapitalization in the way ot paying too much for land. 
having too many or too expensive buildings, too much machinery, 
too high- priced work stock, etc., are very important, and yet a farm 
must be efficiently equipped. Again, in obtaining a good return from 
livestock the effici iency in feeding is important. Iarm-man- 
agement. studies show, however, that the farmer whose business 
is efficient in the four factors outlined is generally successful. Farms 
that excel in none of these respects usually fail. Those deficient in 
one or two may succeed, but their chances of success are greatly 
lessened. 











Analyzing the Farm Business 
SIZE OF FARM BUSINESS 


In comparing farms with respect to size or volume of business, 
some of the more important factors considered are size of farm, 
acres in crops, amount of livestock, amount of capital and amount 
of labor required in operating the farm. On farms where one enter- 
prise predominates, such as a specialized cotton, fruit, or dairy farm, 
the best measure of size of business may be the acres in cotton, acres 
in fruit or number of cows. Amount of labor required in operating 
the farm may be used to advantage in comparing farms of different 
types. Twenty acres of truck crops may equal 200 acres of grain, 
hay and general livestock, both as to labor required and income re- 
ceived. 

The approximate amount of labor required to raise some of the 
more important crops and care for the livestock is shown in Table 
1, based on labor data covering thousands of farms: 


TABLE 1.—Approximate days of work required for the production of crops and 
in caring for livestock 


[A work day is 10 hours of man or horse labor] 











Number of Number of 
work days work days 
(10 hours | (0hours 
‘ each) 4 | each) 
Operations | | Operations 
Man — | Man | Horse 
| labor | labor | labor | labor 
Production of crops (per acre) : Production of crops —Continued. 
Timothy, alfalfa and clover hay, | | Onions, Ohio, grown from seed 
per cutting. - meses Po 2 4 (sold in bunches) 149 | 10 
Oats, wheat, barley, rye, buck- } Tomatoes, Northern States 15 ll 
wheat, and millet 2 3 || Tomatoes, Florida 17 7 
Corn husked from standing stalks_| 2 4.5 || Cucumbers, Florida ‘ 32 10 
Corn husked from shock, or for | String beans, Florida 22 7 
silo . ; 5 5.5 Radishes, Ohio (sold in bunches)..| 45 5 
Corn for silo, Central States 3 5. 5 |] Beets and carrots, Ohio (sold in 
Corn husked, Southern States 4 4 | bunches) -_- 2 8 
Sorghum cut for hay . 3 3 | Strawberries, Florida 74 9 
Potatoes, Northern States . 11 10 | Citrus Fruits, Southern States 2 10 7 
Potatoes, Southern States__.._--- 13 z RERUN occ eeneuas ; 5 5 
Sweet potatoes aes 10 5 Caring for livestock (per year, ex- 
Sugar beets! eee eS 6 10 cept feeding steers and feeding 
Sugar cane for sirup, Georgia : 16 , sheep): 
Tobacco, Kentucky-___.----- : 35 8 Horses, Corn-Belt States- | 8 .75 
Cotton . 13 6 Horses, Eastern States : 12 75 
Peanuts (harvested), Georgia 5 3 Dairy cows__-- 18 2 
Peanuts (hogged off), Georgia 3 2 Young stock, cattle, colts, ete } 2.5 2 
Watermelons, Georgiaand Florida_| 5 4 20 feeding steers per month i 2 1.5 
Field beans cess f) 5.5 |] 10 hogs, Corn-Belt States | 10 2 
Rice, Louisiana, Arkansas, and 10 hogs, Eastern States | 20 2 
Texas 5 eat 3. 5 5.5 || 10 brood sows and raising pigs to 
Cabbage, Northern States 13 12 weaning... --- 30 | 5 
Cabbage, Southern States_._....._| 20 | 8 || 100ewes___-- 5 se } 50 | 5 
Onions, Texas (sold by crate)-.-..| 68 14 100 feeding sheep, yard lots, per | 
Onions, Ohio, grown from sets (sold | | | month. -.<.... : f caoo"b ae 
Wi PUDCHOS) mcccécunccccces oe 93 10 | 100 chickens (well cared for) __----- | 20 2 
} 


1 Does not include contract labor. } 
? Exclusive of picking, packing, and hauling of fruit. 


A work day represents 10 hours of labor. It requires on the aver- 
age 10 hours of man labor and 10 hours of horse labor to cut and 
store an acre of hay per cutting. Therefore, an acre of hay on the 
average represents the work of one man and one horse for one day. 
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The amount of yas required on other enterprises varies consid- 
erably from that for hay. Innumerable factors influence the time 
required for most farm operations, but the standards shown in this 
table approximate average conditions in many areas. These, or such 
modifications as local experience may render advisable, may be used 
in working out the amount of man and horse labor required for the 
productive enterprises on a given farm. 

In Table 21 the farm profits for small, medium, and large-sized 
business are shown for a number of areas. The farms are divided 
in size-groups on the basis of the measure which seemed to indicate 
best the size of business for each area under study. 








TABLE 2 Size of business 
| I I \ e of Perce ur! 
f 1 nh n 
Number 
Areas of 
isecie 
. Sn I Larg Sm iu I 
Dusit bu t l ( 
Gloucester C¢ 12 ite! 179 R Rf 9 
Frederick C ) 189 ) ( 46 8 
Chester Cot (2 47 If 1, 242 7 9, 2 { 
Mercer Cot 19 22 82 oA f a ) 
W ashingtor ) 25 148 Ds 132 ) 3.4 Q 
Clinton Cot 00 42 g QIK ) 6 . 
Lenawee 4 i) )] 2 13 6.1 6,2 
Dane ( 60 278 {08 12 45 ) 
Tama ¢ 10 4 87 R37 t 7 
Warren ¢ S4 5 j s 2 
Barry ¢ iti 
Mo 244 180 291 628 a. ] 7.4 
Palouse ¢ hingto I 
ind Ida 24 22 28 75 } f 7.4 
Skagit Cot y Dp 202 i 4 14 2. 2 2 2 
Sumter County, Ga 280 174 741 2. 435 F g 9 ) 0 


Many farmers realize but meager incemes because their business 
is small. Such men often feel that their farm business is sufliciently 
large to keep them busy the entire year, when, as a matter of fact, 
actual results accomplished represent less than a half year’s work, 
An acre of hay normally requires 8 to 10 hours of man labor, or 
approximately one day's work for each cutting: an acre of wheat, 15 
to 20 hours: an acre of potatoes, SO to 110 hours: caring for and 
feeding a dairy cow, 150 to 200 hours per year. Only about 250 to 
275 days are actually available for productive work. Much time is 
lost in doing jobs about the farm which take time, but count for 
little. A farmer may keep busy the whole year, but if he has accom- 
plished during that time only such work as should normally be done 
in 200 days his wages will be in proportion. A large volume of busi- 
ness may be done on a farm of few acres, while only a small business 
may be conducted on a poorly-managed farm of much larger acreage 
Without reason: able size of business there is little opportunity fora 
satisfactory es 1 farming. 


1For the study shown in Tables 2, 3, 4, and 5 the farms for each area were arranged 
into three groups. One-third of the farms for each «area, are, aint represented 
in the lowest group, one-third in the medium, and one-third in the highest ‘group. 
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Ways of increasing size of business.—Some of the ways of 
increasing the size of the farm business are: 

1. Buying or renting more land. Farmers owning or renting 
small farms often rent additional land. This permits the use of a 
larger area with comparatively little additional capital. 

2. Growing crops requiring more labor, or following a more in- 
tensive form of farming. One hundred acres devoted to corn, oats, 
wheat, ete., which may not be sufficient to keep two men busy, can 
easily be increased to a full 2-man farm by adding a few acres of 
such crops as sugar beets, potatoes, or fruit, depending upon market 
demand. Many persons make the mistake of buying a small area, 
intending to do intensive farming in localities where there is no mar- 
ket for the products of such farming. That land is adapted to truck 
crops is not sufficient justification for growing them. There must be 
the possibility of disposing of the products at remunerative prices. 

Adding more livestock, sometimes beyond the point where the 
farm itself will support them. This practice is followed by many 
dairy farmers in some of the Eastern States. It necessitates the pur- 
chase of feed if the nature of the land prohibits raising grain as 
cheaply as it can be bought, or if the production of roughages and 
succulent feeds is more profitable than grain growing. Loss may 
follow, unless the additional animals are of high-producing quality. 
This is the one way open to many farmers whose business is other- 
wise too small to make them a good living. Success of many farms 
is largely dependent upon the number of high-quality cows or other 
livestock that can be kept. 

!. Performing work outside the farm, such as teaming or lumber- 
ing during the winter. In many farming regions the opportunity 
for this source of income is very limited. 

No one realizes better than the farmer that as a rule no phenom- 
enal profits can be expected, and persons going into farming as a 
business should consider this fact. Agriculture is a good life work; 
it will pay wages and moderate returns on investment, provided both 
capital and labor are wisely expended. Success is most difficult to 
attain, however, unless the farm business is large enough to permit 
the efficient use of capital, labor, and managerial ability. 






re size, labor income, year or years of study, and 


Note: The number of farms, aver: 
Enea in charge of the studies used in Tables 2, 3, 4, 5, and 6 are as follows: 
eee County, N, J., 125 farms, average size, 81 acres, average labor income, $1,013, 
‘ars, 1914-1916, by G. A. Billings Frederick County, Md., 150 farms, 140 acres, 
$ 38 labor income, 1915, by Hl. A. Miller ; Chester County, Pa., 502 farms, 94 acres, 
$845 labor income, 1911, by H. M. Dixon: Mercer County, Pa., 349 farms, 101 acres, 
$285 labor income, 1916, by Earl D. Strait; W ashing rton County, Ohio, 25 farms, aver- 
age size, 158 acres, average labor income, $272, 7 years, 1912-1918, by H. W. Haw- 
thorne; Clinton County, Ind., 100 farms, 126 acres, $558 average labor income, 7 years, 
1910, by I. H. Thomson, 1913-1918, by H. M. Dixon ; Lenawee County, Mich., 455 farms, 
112 acres, $522 labor income, 1911, by H. M. Dixon; Dane County, Wis., 60 farms, 
average size, 148 acres, average labor income, $407, 5 years, 1913-1917, by H,. C. 
Taylor; Tama County, Iowa, 210 farms, average size, 220 acres, average labor income, 
$1,878, 1918, by E, D. Strait; Warren County, Iowa, 184 farms, average size, 177 acres, 
average labor income, $¢ . by E. D. Strait, 1918; Barry and Lawrence Counties, Mo., 
244 farms, 122 acres, S371 labor income, 1914, by W. J. Spillman and F. H. Branch; 
Palouse area, Washington and Idaho, 246 farms, 319 acres, average labor income, $436, 
1914, by L. W. Fluharty ; Skagit County, Wash., 202 farms, 46 acres, $152 labor income, 
1915, by Harry Thompson and Earl D. Strait; Sumter County, 268 white owner 
farms, 418 acres, $470 labor income, 1913, and 280 white owner farms, 432 acres, $1,817 
labor income, 1918, by H. M. Dixon and H. W. Hawthorne. 

Cooperation: Mercer County, Pa., survey in cooperation with the Pennsylvania State 
Agricultural College; Washington County, Ohio, survey for the years 1912 and 1913, in 
cooperation with the Ohio Agricultural Experiment Station; Dane County, Wis., survey 
in cooperation with the Wisconsin State Agriculiural College; Ta ma and Warren Counties, 
Iowa, surveys in cooperation with the Iowa Ag rigultural College ; Sumter County, Ga., 
survey, 1918, in cooperation with the Georgia Agricultural College. 
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YIELD OF CROPS 


Crop yields greatly influence farm profits. Some farmers make 
fair profits with low yields because some other phase of the farm 
business is sufficiently developed to offset the poor vields, but doubt- 
less these same farmers could make more money with higher yields. 
Profits increase at least until vields are obtained considerably above 
the average for the region, but beyond this limit very high yields 
may be obtained at the expense of farm profits. 

In Table 3 farms for the various areas are placed in groups of 
those returning low vields, medium yields, and high yields, with the 
labor income and percentage return on capital. These show the im- 
yortance of obtaining good crop yields if they are not obtained at 
too great expense. Other factors undoubtedly contributed toward 
making profits the greater on the farms with higher vields, but the 
fact that all areas show the same general results indicates the im- 
portance of this factor. 






























TABLE 3.—Crop yields 
Labor i rage Percentage return on iny 
- r nt ra f 
f I +} 
No. ¢ 
Ares 
Area ines 
I Me G { Poo I i G 
' 
Gloucester County, N. J 25 $5] S42 ¢ g 4 { 
Frederick County, Md 0 & 17 
Chester Cot P 02 08 KOU , 129 ) 3 
Mercer County, P 340 29 103 423 1 1 8 
Washi yn County, Ohio 25 165 24 364 2.0 } 9 
Clinton C¢ , Ind 100 8 583 800 ) sg * 
Lenawee C« vy, M { OR4 - oe ; : 
Dane County, Wis 60 DF f { 19 
Tama Cour low ) 7 2. 158 9 . 69 
Warren C¢ low &4 9 , 0 ne 
Barr } ( 
We 4 / 89 : . 5 
ton and 
24¢ ) 6 g 
ish 202 + } 214 2 i 5 
u( : 
‘AS a me ire of th ] f cro ' 
Ithe cro] wn m luced ‘ ‘ . 3 
J} i ref x oO DI 
best i x ) elds, but h 1 ro 
vill be found of value in 
The crop index which is used a tl 
given farm produce 
00 } Is ¢ rn ; 
200 I ls of wheat o ) 
25 ton f or ( 
lo 
Suppose, further, tl 1 t ( it 1 g rs produ 
7 } 
s b er Ac 
». ( 
Potal 2.4 act 
The crop index of the farm juestion 2.4 by 40; that is, I es 
required with average yields by the acres re to produce the giver e 





V 5 I 4 
products. In this case the crop index is 0.81. e yields on this farm are nately 84 


per cent of the average of the community. 
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RETURNS FROM LIVESTOCK 


On farms where livestock is an important enterprise, the quality 
of the stock is very important. On most farms, except in the South 
and certain Western States, more of the crops are fed to livestock than 
are sold direct. The animals are the market for the crops, hence 
their production is a most important factor in farm profits. The 
best of corn and hay crops will count for little when fed to animals 
that make returns below the market prices for these crops. On the 
other hand, good livestock may not be profitable if not fed and cared 
for economically. 

In Table 4 is shown the effect of returns from livestock upon in- 
come When farms where livestock is an important enterprise are 
arranged in three groups according to whether they show poor, 
medium, or good production. Returns from livestock are measured 
by amount and value of product per animal. 


TABLE 4.—Returns from livestock? 


Percentage return on invest- 





10 rage of 
| ee _ ment, average of farms 
| with 

Number 
Area | of es 
farms Poor |Medium| Good Poor |Medium| Good 
| livestock | livestock | livestock livestock | livestock | livestock 
} returns returns returns returns returns returns 
Frederick ee Mats s-. 150 $7¢ $285 2.8 4.5 6.5 
Chester County, Pa ae 502 413 912 5.0 | 9.6 12.0 
Mercer County, Pa Zé 349 136 244 1.4 3.9 6.3 
Was hington C ounty, , Ohio___- 25 54 243 i 3.5 7.6 
Clinton County, Ind 100 82 605 3.6 5.7 6.9 
Lenawee (¢ ‘ounty, Mich. 453 208 | 543 2.8 5.9 7.8 
Dane County, Wis-- | 60 9 | 00 17 4.7 6.2 
Tama County, lowa | 210 726 | 1, 271 4.2 4.9 6.6 
Warren County, lowa | 184 —70 | 631 | 2.0 3.8 5.5 
Barry and Lawrence Counties, | | 
Mo....- 244 223 317 541 3.2 4.5 oe 
Palouse area, Washington and | 
ae : 246 250 463 577 5.5 6.5 7.2 
Skagit County, Wash- - 202 79 100 393 LT 3.8 5.3 


1 Glouces‘er County, N.J., and Sumter County, Ga., areas are not included in this table because of the 
relative unimportance of the livestock industry. 


EFFICIENCY IN THE USE OF LABOR 


The exceedingly diverse nature of farm operations makes wide 
opportunity for inefliciency to enter into their performance. In a 
modern factory a man is expected to do a certain amount of work, 
and often the machine sets the pace for him. Generally the worker 
on the farm must be his own boss and must set his own pace. At 
certain times he must work under adverse weather conditions. 
Some work must be devoted to things which add little or nothing 
to the profits. It requires twice as much time for some men to do 
a certain kind of work as others. Work may be so organized that a 
given amount of effort accomplishes more than the average. Effi- 
cient use of horse labor is important and bears a close relation to 


121844°—39—_—-3 












































16 Farmers’ Bulletin 1139 


size of business. On the 1-man farm the horses are necessarily idle 
every time the farmer does work not requiring horse labor. On 
larger farms work can be so arranged that one man keeps the horses 
busy while others attend to work where horse labor is not needed. 
In Table 5 is shown the effect upon farm profits of a low, medium, 
and high return for man labor. The common basis used for com- 
paring efficiency in use of labor is that of crop acres per man. This 
is a satisfactory measure providing the farms are of the same general] 
type. Where farms vary in type a good measure is the number of 
days of productive labor per man. Inefficiency in use of labor may 
be due to lack of opportunity, indifference of the operator, or many 
other factors. Whatever the reasons, results show that with a low 
return per man the profits are usually correspondingly small. 


TABLE 5.—LH ficiency in the use of labor 










Labor income, average of | Percentage return on in 
farms with ane average of farms 
wn 
Number 
Area of farms 
oe | Med um Medium Hig 
bor labor labor lat 
returns | returns returns | retur 
Gloucester County, N. J 125 $773 $1, 120 $1, 149 | 7.4 10. 2 | 0.1 
Frederick County, Md 150 174 362 5S7 3. ¢ 4.5 g 
Chester County, Pa 502 53l 936 | 1. 073 eC ¢ 95 10.5 
Mercer Count Pa 349 256 61 | 3.0 9 A6 
Washington ¢ ty, O 25 NF 2 | 2.0 as 47 
Clinton Count 100 ) 812 4.6 5.7 6.0 
Lenawee Coun 453 20 ] 4.1 5 ¢ £9 
Dane County, 60 457 45 3.6 14 
Tama County, 210 22 SO 2,061 12 5.4 0 
Warren County, Iowa 184 373 647 #85 | 2.5 4.1 18 
Barry and Lawrence Counties, | | 
Mo aa, 244 182 257 666 | 3.4] 4.2] 8.0 
Palouse area, Washington and | | | 
Idaho ‘ 246 95 242 944 4.8 6.4 | 8.0 
Skagit County, Wash 202 4 1 291 | 20 2 8 5.1 
Sumter County, Ga 280 532 1, 224 1, 675 5.0 8.8 10.5 


EFFECT OF ALL FOUR FACTORS 


Results shown in Tables 2. 3, 4, and 5 relative to effect of size of 
business, yield of crops, production of livestock, and efficiency in 
use of labor. are evident that no one of these is the determining 
factor for success. Size of business is very important, but a large 
business conducted without attention to these other factors often 
results in loss. Table 6 shows the effect upon profits of having 
1. 2. 3. or all 4 factors (size of business. crop yields, production of 
livestock, or efficiency in use of labor) better than the average of 
the region. Those with 2 of these factors better than the average 
make more than those with only 1, and those with all 4 factors above 
the average far excel all others. Usually less than 10 per cent of 
the farms are better than the average in all 4 respects, while from 
20 to 36 per cent in each area have only 1 factor better than the 
average of the region, and from 9 to 21 per cent are below the 
average in all four factors. (Table 6.) 
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Tarte 6.—A comparison of farm profits when 1, 2, 3, and all 4 factors (size 
of business, crop yields, returns from livestock, and efficiency in the use 
of labor) are above the average of the region. 


Farms above the average of the region it 








| Num- One factor | ‘Two factors Three factors Four factors 
| 
Area ber of - $$$ | ——___—_ — ~ — 
| farms | | | | 
Per | Aver-| Per | Aver- Per Aver Per | Aver- 
| cent of age | cent of age | cent of ige cent of ige 
| total labor | total | 1 |} total labor total | labor 
farms |income| farms |in farms income’ farms |income 
Frederick County, Md 150 28 | sy $400 19 $774 $ $1, 288 
Chester County, Pa J) 38 827 | 21 1, 339 th 1, YOT 
Mercer County, Pa_-. 28 | ‘ 304 | 19 $24 7] 665 
Washington County, Ohio 31 | 21 176 | 20 180) 14 611 
Clinton County, Ind : 27 29 196 | 22 4 9 1, 606 
Lenawee County, Mich__-- 453 | 24 | 36 467 20 930 7 1, 241 
Dane County, Wis 60 | 24 | 35 34 25 65: 6 1, 044 
ma County, lowa 210 | 29 | 30 1, 352 25 2, 480 5 3, 700 
n County, lowa 184 | 2 6 | 629 | 16 39 8} 1,662 
ind Lawrence Coun- | | | | | | 
Mo...-.- 244 | 22} = 168 | 26} 450 | 18 7 13 898 
rea, Washington | | | 
| Idaho 246 | 29 | 117 | 33 | 5OL | 15 1, O69 7 1, 186 
County, Wash 202 | 27 | 25 | 35 | 60 | if 0) s 673 
Gloucester County, N. J., and Sumter County, Ga., areas not included in this table 
because of the relative unimportance of the livestock industry in these areas, 


A well-balanced farm business is nearly always profitable. The 
farms that are as good or better than the average of their community 
in all four of the factors here mentioned seldom fail to make a good 
profit. Thus, if a farm is de gone to a type of farming adapted to 
its conditions, if it is as good or better than the average in size of 
business, yield of crops, produe ce of live stock, and efficie . in the 
use of labor, and is adequately and economically equipped, it is al- 
most certain to be profitable. The weakest factor is the one that 
needs attention in improving the business. If the quality of the live- 
stock is high, greater improvement in the farm business can usually 
be obtained by devoting attention to developing the size of the busi- 
ness or sale of cash crops, or increasing labor efficiency, rather than 
by further improving the quality of livestock. 

Figure 1 (p. 18) illustrates graphically the data presented in 
Tables 2, 3, 4,5, and 6. The chart shows the percentage the average 
labor income of each group is of the average of all farms of the 
area. The groups with small sized business returned only about 
5) per cent of the average labor income of the area, while the groups 
with large sized business returned 158 per cent. The groups with 
poor crop yields returned 44 per cent of the average labor income of 
the area, while those with good crop yields returned 156 per cent. 
The groups having poor returns from livestock returned only 25 
per cent of the average labor income of the area, while those with 
good returns from livestock returned 179 per cent. The groups of 
farms low in labor efficiency returned 54 per cent of the average 
labor aaoles of the area, while those high in labor efficiency re- 
turned an average labor income equal to 155 per cent. 

By a little closer study of the chart something of the relative im- 
portance of these factors in each area may be determined. For 
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Analyzing the Farm Business 19 


example, in areas having the greater part of the receipts from live- 
stock, there is more difference between the labor income of farms 
having poor returns and good returns from livestock than between 
those having poor crop yields and good crop yields—returns from 
livestock being the factor of greater importance. In areas having 
the greater part of the receipts from the sale of crops, there is 
more difference between the labor income of farms having poor 
crop yields and good crop yields than between those having poor 
returns and good returns from livestock—crop yields being the 
factor of greater importance. The areas in Mercer County, Pa.; 
Washington County, Ohio; Dane County, Wis.; and Skagit County, 
Wash., are livestock areas, while those in Gloucester County, N. J.; 
Barry and Lawrence Counties, Mo.; Palouse area in Washington 
and Idaho; and Sumter County, Ga., are crop areas. 

In the part of the chart showing a comparison of the profits on 
farms with 1, 2, 38, or all 4 of the factors above the average of the 
aren, the labor income of the farms above the average of the area 
in but 1 factor seldom exceeds 50 per cent of the average lubor in- 
come of all farms; and farms with 2 factors above the average of 
the area have labor incomes around the average of the area. The 
farms better than the average of the area in 3 factors have labor 
incomes about 75 per cent above the average of the area, while those 
better in all 4 factors have labor incomes 175 per cent above. About 
one-fourth of all the farms were above the average of the area in 
one factor, one-third in two factors, one-fifth in three factors, and 
less than one-tenth in all four factors. 








3LANKS FOR USE IN ANALYZING THE FARM BUSINESS AND 
DETERMINING THE FARM INCOME 


\ddress 


vv1on 


s from market 


Farm Arti 


owned \cres in crops_ ‘ a 


s cash rented Acres in tillable land lying out - 


share rented Acres in rotation pasture 


Total \cres in permanent pasture tillable 


‘res rented out Acres in open pasture not tillable 


operated s Acres in woodland pastured 


\eres in woodland not pastured 


Acres in waste lands, roads, ete 


21 
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bearing 


I 


uln 


reh 
Potatoes 
Apples, nonbearing 
Tangerines 


Oranges 


furnips 
Peaches 
Pear 


String beans 
Apple 


Sweet potatoes 
Tomatoes 
Cabbage 
Onions 


Velvet beans 
Beans. 

Tx ybaceco 
Sugar beets 
Sugarcane 
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Livestock PRopucTSs 


Pales 
Items 
Price 


Amount Operator 


Butter, milk, cheese_-_.- 
iggs. 

Meat 

Wool 

Rreeding fees 


Hides_ 
Total 


Eorses 
and ( 
mules 


attle 


26) 


Livestock products (p. 
Livestock sold (pp. 24, 25) - - 
Livestock end of year (pp. 24, 25) 


Total 


Livestock purchased (pp. 24, 25 
Livestock begnning of year (pp. < 


Or 


av 
Total 


Increase ! 
Decrease 


Operator’s net increase ! 


s net decrease ! 


Operator’ 
1 


Landlord’s net increase 


net decrease ! 


OTHER Sources OF INCOME 


Landlord’s 


Receipt 
Items 


Amount Price Operator 


Man and team labor-_-_ 
Machine work 
Rent- 


Sirup and sugar 


land, buildings- - _| 


Bees and honey 


Lumber, wood, etc 


Total_- 


Sheep 


Landlord 


Family use 


sandlord Amount 


Hog Poultry 


Family use 


Amount Value 


1 Ifsum of stock products, stock sold, and stock at end of year is greater than sum of stock purchased and 


stock at the beginning of year, the difference is increase; if less, decrease. 
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CuRRENT EXPENSES 


hands months 
th hands months 
hands montl 

n picking, chopping | months 
per labor mont! 

ract Jabor mo! 
rd of hired labor months 


machinery 


Grain, ete 
e, bedding 
1 grinding, silo filling, 
Milk hauling, cow testing, 1 
shoeing 
terinary, medicines, dij 
ling fees, registry fe 


plants, trees 


zer, Wage 


g and wil 

r machine worl 

and oil for farm worl 

» for farm use 

phone 
, barrels, box: 

ige, freight, commission 

‘tising, auctions 


rance 


Water tax 


ash rent 


fnterest 


Total 
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Reaut Estate AND IMPROVEMENTS 


[T=Tenant, L= Landlord] 


Value of | Value of Depreciation 


Bes ’ mt 
| Value at improve-|property; Value charges 
Items | begin- ments | soldor | at end 


| ning of | made |salvaged of 


year | during | during | year 


year vear 

Dwellings - 
Tenant houses_ - 
Other buildings~ 
Fences 
Drains, terraces 
Land clearing 

Total for operator 

Total for landlord | 


Sold during 


year 


Value operator’s real estate 


Value landlord’s real estate 


FEED AND SUPPLIES 


Begin nd of farm year 


Items _ 
| 


Amount Price Price 
| 


Hay-.- 
Silage__ 
Corn 
Wheat-_- 
Oats 
Cottonseed 
Seed cane 


Clover, grass seed 


Total for operator 


Total for landlord 


Operator’s increase }_ _- Decrease ! 


Landlord’s increase ! ; : Decrease ! 


1 If value of feed and supplies at end of year is greater than at beginning the difference is ‘increase’; 
ifless, ‘‘ decrease.’’ 
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MACHINERY AND EQUIPMENT 


jlord 
MAIOT 


‘utters 
Crain cleaners 
Feed grinders 


Sirup and sugar e 


ngines 
‘Tractors 
Autotrucks 
Work harness 
Driving harnes 
Milking machines 
Other dairy equipm’t 
Sheep equipment 
Hog equipment 
Poultry equipment 
Bee equipment 


Other equipment 


Total for operator 
Total for landlord 
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SUMMARY 





















Landlord 





Operator 










Item Item Total 





Investment: ! 







Real estate (p. 18) 







Livestock (pp. 24, 25) 






Machinery and equipment (p. 29) 


Feed and supplies (p. 28) - 






Cash to run farm _- 







Total 


‘arm receipts: 






Crops (p. 23) 







Livestock, increase (p. 26) __-_- ee 






Other sources (p. 26) 






Increase feed and supplies (p. 28) 


Total 







farm expenses: 







RTE NO AD ei occa eo oe eee se Seon 






Unpaid family labor (__ mo.) ___- e 





Livestock, decrease (p. 26) 







Depreciation (pp. 28, 29) ee 


Decrease feed and supplies (p. 28 






Total 







Farm income 





Interest on investment at per cent ? 







Labor income 






Value operator’s labor (__ mo.)________- eee sales hehe 






Percentage return on capital?____.______]___.___- 


Value items for family use (pp. 23 to 26 
















1Use average investment or that of beginning of year, whichever more nearly represents the true 
capital invested in the year’s business. 

? Use current rate of interest on well-secured farm loans. 
’ After deducting value of operator’s labor from farm income. 
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STATEMENT OF Net WortTH 


h on hane 


and supplies (p. 28 


Household equipment 


Lutomobile 


Other tangible property 


Accounts owing to you 


Note 


Mortgages owing to vou 


Bonds and stocks owned 


Interest due rr accrued on notes, 


mortgages, a bonds 


sources 


liabilities 


> or decrease in net worth 4 


' property owned by you and owing to you. 
sallam ts which are owed by you to some one else. 
ct total li lities from total resources 


‘If total net worth at the end of the year is greater than at the beginning of the 
©: if less, a decrease 
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SomME MEASURES OF SuccCESSFUL FARMs ! 


A verage of 
This farm farms of same 
| type in| lity 






SIZE OF BUSINESS: Farm area. -—- irl fia aah a ils Sh Ng: sa nae aes fas ae 






Crop area 
Months of man labor 2 


Number of work stock 








Number animal units vs Dias 
Number cows ee ih Six, on ee 






4 
Days productive man labor els ee ac, She es ics eR 





INVESTMENT: Per cent of investment in real estate____|__- oe ere eee 





In buildings per crop acre aN aie i as Bee oe 





In machinery per crop acre é fe cele Sees 





5 





CROP RETURNS: 






LIVESTOCK RETURNS: ® 


Returns per $100 invested in livestock 







EFFICIENCY OF LABOR: Crop acres per man_- 






Crop acres per horse 


Productive work days per man 







Productive work days per horse = 
Costs: Total value of farm feeds consumed by live- 
stock ‘ ze 


Total value of purchased feeds consumed by live- 






stock 2 | as 





Total feed cost per animal unit 2 ase 






Total value of man labor ® : : = 
Per cent total expenses are of total receipts 
Per cent total feed cost is of total livestock returns ah 







Net returns per $1 of labor 





Labor cost per productive work day = 





Prorits: Labor income_- _.- a 


Per cent return on investment i 





1 Designed for general application; record important measures for a given farm or locality. Th« 
of any given measure will vary with the kind of farming and section of the country. 

2 Add months of hired labor, p. 27, family labor, p. 30, and farmer’s labor, p. 30. 

§ An animal unit is used as the basis for comparing different kinds of animals and represent 
horse, cow, or steer, or as many smaller animals as require the feed ofthese. Usually 2 head of y 
or colts, 7 sheep, 14lambs, 5 hogs, 10 pigs, or 100 chickens are each equivalent to one animal unit 

‘The productive days of man labor represent the number of days of labor that should ordinarily be 
required to care for the livestock and raise the crops. See Table 1, p. 11, for approximate time required for 
various crops and classes of livestock and make computations for a given farm accordingly. 

5 Record important crops and yields per acre or receipts. Crop record, pp. 22, 23. 

6 Record important measures of good livestock such as production or receipts per cow, receipts per ewe, 
receipts per sow, etc. Livestock and livestock products records, pp. 24, 25, and 26. 

? Find the value of all crops fed from crop record, pp. 22, 23, plus a charge for pasture, plus or minus the 
difference in feed inventory, p. 28. 

8 Add value of all hired labor, p. 27, plus family labor, p. 30, plus farmer’s labor, p. 30. 
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